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Management  Summary 


a  

Introduction  The  purpose  of  this  report  is  to  present  interim  conclusions  as  a  result  of 

research  on  the  systems  management  services  market  in  Western  Europe. 

This  research  is  to  specify  the  size  of  the  market,  the  vendors  present,  and 
the  trends,  issues  and  driving  factors.  The  issues  being  addressed  are 
high-level  in  order  that  some  preliminary  overall  strategy  for  Andersen 
Consulting  can  be  identified,  and  so  that  conclusions  can  be  made  con- 
cerning the  problems  and  opportunities  in  individual  countries.  This 
research  could  then  provide  the  basis  for  more-detailed  research  into 
specific  country  markets. 

The  research  has  focussed  on  vendors  rather  than  clients  as  a  more 
efficient  way  of  obtaining  an  assessment  of  market  activity. 

The  services  covered  within  the  systems  management  practise  area  are 
applications  software  maintenance,  computer  operations  (MIPS),  opera- 
tions engineering,  network  management  and  disaster  recovery.  Emphasis 
is  on  the  computer  operations  part  of  the  market  in  view  of  the  significant 
debate  on  outsourcing  that  is  taking  place  in  the  United  States. 

In  order  to  clarify  terminology,  computer  operations  is  also  variously 
known  as  systems  operations,  facilities  management  and  MIPS  factories. 
These  terms  are  roughly  equivalent;  they  mean  the  provision  of  a  com- 
plete operating  information  system  for  a  customer,  including  equipment, 
software,  personnel  and  facilities.  This  report  will  use  the  term  computer 
operations  throughout,  except  for  specific  references  by  vendors. 
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B  

Market  Size  and  The  total  worldwide  expenditure  on  software  and  services  is  expected  to 

Competition  grow  to  $385  billion  by  1994,  as  shown  in  Exhibit  1-1.  As  can  be  seen  in 

Exhibit  1-2,  the  European  share  of  this  worldwide  market  is  expected  to 

grow  from  29%  in  1989  to  3 1  %  in  1994. 
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EXHIBIT  I-2 


Market  Distribution— 1989  and  1994 


■  Middle  East/Africa 

□  Latin  America 
03  Asia/Pacific 
El  Europe 

□  North  America 


1989  1994 


*  Totals  do  not  equal  1 00  due  to  rounding 


However,  in  order  to  analyse  a  market  for  systems  management  services, 
it  is  necessary  to  examine  total  IT  expenditure,  because  the  potential 
market  is  largely  in-house  expenditure.  Exhibit  1-3  shows  that  the  total 
expenditure  on  information  technology  in  Western  Europe  in  1989  is 
estimated  at  $190  billion  and  is  projected  to  grow  at  11%  compound 
annual  growth  to  $320  billion  by  1994.  Of  this  190  billion  dollars,  about 
50  billion  is  spent  on  external  software  and  services,  an  amount  that  is 
projected  to  grow  at  a  faster  rate  of  19%  overall.  Notwithstanding  this 
faster  growth  rate,  a  breakdown  of  total  IT  expenditure  projected  for  1994 
in  Exhibit  1-4  clearly  shows  that  people  and  equipment  will  still  account 
for  nearly  half  the  total  expenditure. 
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EXHIBIT  I-3 


Total  IT  Expenditure  in 
Western  Europe,  1989-1994 
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EXHIBIT  I-4 


Total  IT  Expenditure  in 
Western  Europe,  1994 
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Equipment 


Total  =  $320  Billion 
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This  concentration  on  people  and  equipment  is  extremely  significant  in 
that  the  target  market  for  systems  management  services  is  the  area  of 
expenditure  where  the  end  user  is  still  facing  significant  expenditure  on 
in-house  equipment  and  specialist  in-house  people.  The  potential  market 
size  for  systems  management  services  is  clearly  significant. 

Although  the  potential  size  of  systems  management  services  is  high,  the 
actual  size  is  very  small.  It  can  be  seen  from  Exhibit  1-5  that  the  expendi- 
ture on  systems  management  services  is  less  than  5  percent  of  the  total 
expenditure  on  external  software  and  services,  and  that  the  expenditure 
on  computer  operations  is  about  2  percent. 


EXHIBIT  1-5 


Breakdown  of  Total  IT 
Expenditure  in  Europe,  1989 
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Total  IT  User 
Expenditure 


12% 


Growth 


External 
Software  and 
Services 

19% 


Systems 
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Services 
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Computer 
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Although  the  growth  of  these  services  is  high,  it  is  difficult  to  predict  an 
evolutionary  growth  rate  when  there  is  such  a  small  existing  market,  and 
when  the  value  of  a  contract  can  be  extremely  large,  but  these  are  some 
of  the  fastest  growing  parts  of  the  market.  Assuming  a  compound  annual 
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growth  rate  of  20%,  the  market  will  grow  from  $2.25  billion  to  $5.6 
billion  by  1994,  and  $6.7  billion  in  1995.  Assuming  also  that  the 
outsourcing  trend  in  the  United  States  does  take  hold  in  Europe — led  by 
multinational  companies  and  fuelled  by  1992 — then  it  requires  only  a 
shift  of  3.5%  of  the  $157  billion  projected  expenditure  on  people  and 
equipment  from  Exhibit  1-4  into  systems  management  services  to  double 
the  size  of  the  market  to  $1 1  billion  in  1994. 

In  order  to  show  why  the  existing  market  is  still  small,  Exhibit  1-6  shows 
the  total  expenditure  of  190  billion  split  in  three  different  ways.  First  of 
all,  there  is  in-house  management  and  in-house  services,  which  ten  years 
ago  would  have  represented  nearly  90  per  cent  of  total  expenditure. 
Secondly  there  is  in-house  management  and  external  services — which 
have  grown  dramatically — and  thirdly  there  is  external  management  and 
external  services,  which  consist  of  computer  operations  and  systems 
integration. 


EXHIBIT  1-6 


IT  Expenditure  by  Type  of  Service- 
Western  Europe,  1989 
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The  pressures  of  competition,  technology  changes,  and  staff  shortages 
have  meant  that  the  expenditure  on  external  services  has  grown  dramati- 
cally. At  the  same  time,  there  has  been  resistance  to  the  use  of  external 
resources  from  senior  executives  as  well  as  IS  staff,  and  although  often 
emotional,  this  resistance  to  contracting  out  has  been  real. 

However,  although  the  use  of  external  resources  has  become  more  ac- 
ceptable in  time,  the  use  of  contractors  not  only  to  do  the  work,  but  also 
to  manage  a  critical  part  of  the  company's  resources,  is  yet  a  further 
barrier  to  overcome.  It  is  for  this  reason  that  services  that  require  external 
management  as  well  as  external  services,  such  as  systems  integration  and 
computer  operations,  are  still  very  small.  However,  the  lack  of  manage- 
ment skills  in  many  corporate  IS  environments  has  led  to  fast  growth. 

It  can  be  seen  clearly  that  the  existing  market  is  small,  although  growing 
fast.  Thus  the  assessment  must  be  based  upon  future  potential  in  order  to 
identify  whether  there  is  an  opportunity  for  Andersen  Consulting.  A 
breakdown  of  expenditures  on  systems  management  services  by  different 
European  regions  is  shown  in  Exhibit  1-7. 


EXHIBIT  1-7 


Systems  Management  Expenditure— Western  Europe,  1989 


$  Millions 

Total 

France 

Germany 
Switz. 
Austria 

U.K. 

Italy 

Benelux 

Scandi- 
navia/ 
Finland 

Spain 

Rest 

Third-Party 

Software 

Maintenance 

80 

25 

15 

15 

10 

5 

5 

5 

1 

Computer 
Operations 

790 

195 

85 

205 

130 

60 

70 

25 

20 

Operations 
Engineering 

475 

150 

50 

150 

50 

30 

30 

10 

5 

Network 
Management 

750 

250 

90 

220 

70 

60 

40 

20 

2 

Disaster 
Recovery 

155 

30 

30 

50 

10 

15 

15 

3 

2 

Total 

2,250 

650 

270 

640 

270 

170 

160 

60 

30 

Totals  may  not  equal  due  to  rounding. 
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Research  has  shown  that  there  is  an  extremely  high  level  of  vendor 
activity.  Companies  that  have  been  established  for  some  time  report 
increased  competition,  and  there  is  a  high  level  of  new  entries  into  the 
market.  In  addition,  there  is  a  wave  of  debate  about  outsourcing  that  is 
coming  across  from  the  United  States.  However,  all  this  talk  and  activity 
tends  to  be  vendor  driven,  apart  from  some  government  pressure  in  the 
United  Kingdom  on  local  authorities. 

In  assessing  the  demand  side,  it  is  interesting  to  note  that  all  the  vendors 
approached  have  identified  a  common  factor  that  clearly  identifies  a 
prospect  for  these  services.  A  company  is  very  susceptible  to  systems 
management  services  when  it  is  undergoing  radical  change,  which  may 
be  due  to  acquisitions,  or  changes  in  markets,  or  any  kind  of  restructur- 
ing. When  a  company  wishes  to  make  a  major  strategic  change,  its  own 
IS  function  is  often  unable  to  make  the  necessary  changes  to  the  in-house 
systems  quickly  enough. 

This  lack  of  flexibility  represents  a  major  opportunity  for  a  vendor  to 
manage  the  development  and  implementation  of  the  new  or  alternatively 
to  provide  efficient  management  of  the  old.  In  the  case  of  the  new,  the 
opportunity  is  a  systems  integration  contract;  in  the  case  of  the  old,  a 
systems  management  contract.  In  some  cases,  there  is  evidence  that  the 
systems  integration  contract  in  itself  can  also  lead  to  a  services  manage- 
ment contract  after  the  system  has  been  delivered. 

Given  the  major  changes  and  restructuring  that  is  taking  place  in  industry 
markets  in  Western  Europe,  and  the  poor  performance  and  lack  of  adapt- 
ability to  change  of  many  IS  departments,  there  are  clear  indications  that 
many  clients  will  be  presenting  opportunities  for  these  services  in  the 
1990s. 

The  types  of  companies  that  are  being  attracted  into  the  systems  manage- 
ment market  are  varied.  As  shown  in  Exhibit  1-8,  they  include  equipment 
manufacturers,  processing  services  companies,  software  developers, 
management  consultancies,  network  companies,  third-party  maintenance 
companies,  management  buyouts,  finance  companies,  and  even  other  IS 
departments. 


YEASM 


SYSTEMS  MANAGEMENT  SERVICES-WESTERN  EUROPE,  1990 


INPUT 


Companies  Moving  into 

Systems  Management 

•  Equipment  manufacturers 

•  Processing  services  companies 

•  Software  developers 

•  Management  consultancies 

•  Network  companies 

•  Third-party  maintenance 

•  MBOs 

•  Finance  companies 

•  Other  IS  departments 

A  number  of  motivations  are  summarised  in  Exhibit  1-9,  including: 

•  There  is  a  general  move  into  services  by  product  vendors  because  the 
services  sector  provides  faster  growth.  The  most  obvious  example  is 
IBM. 

•  Some  services  markets,  such  as  maintenance  of  equipment,  are  growing 
more  slowly  than  the  rest  of  the  market,  and  so  systems  management 
provides  an  opportunity  for  growth. 

•  There  is  a  major  concern  on  the  part  of  the  equipment  vendors  that 
systems  management  services  will  lead  to  a  loss  of  control  and  eventu- 
ally a  loss  of  clients  altogether.  Computer  operations  is  an  example  of  a 
case  where  title  of  the  equipment  changes  to  the  hands  of  the  vendor, 
which  can  result  in  the  loss  of  a  client.  This  is  an  extremely  important 
issue,  since  a  major  systems  management  contract  can  also  lead  to  a 
loss  of  business  by  professional  services  organisations  such  as 
Andersen  Consulting. 

•  These  services  are  now  fashionable,  with  a  great  deal  of  discussion  and 
publicity. 
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•  Systems  management  can  provide  an  opportunity  to  expand  a  portfo- 
lio— for  example,  from  equipment  maintenance  to  software  mainte- 
nance. 

•  Systems  management  services  can  provide  an  opportunity  to  sell  other 
products  and  services.  For  example,  computer  operations  could  lead  to 
an  opportunity  to  sell  applications  software. 

•  Simple  opportunism  has  led  to  market  entry — such  as  financing  a 
management  buyout,  for  example. 


Motivations  for  Moving  into 

Systems  Management 

•  Move  into  services 

•  Growth 

•  Protect  client  base 

•  Fashion 

•  Expand  portfolio 

•  Support  other  products/services 

•  Opportunism 

There  is  clear  evidence  to  show  that  the  most  significant  of  these  com- 
petitors are  taking  a  long-term  view  of  this  market.  One  vendor  clearly 
stated  that  it  was  going  for  growth  in  order  to  be  a  significant  player 
when  the  shakeout  occurs  in  two  to  three  years.  Others  are  making 
significant  long-term  investments  in  order  to  have  data  centre  facilities  in 
the  future. 

Some  vendors  are  developing  activities  as  market  leaders  in  order  to 
create  opportunities  for  allied  activities  later  on — for  example,  software 
maintenance  and  disaster  recovery. 
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Other  vendors  are  looking  for  opportunities  to  make  entries  into  other 
country  markets  by  moving  with  their  clients. 


Issues  As  part  of  the  research — besides  looking  at  activities  and  market  sizes — 

INPUT  has  focussed  on  what  the  vendors  see  as  important  issues,  in 
order  to  obtain  a  greater  understanding  of  the  nature  of  the  systems 
management  business.  Since  many  of  the  services  included  in  systems 
management  are  similar  to  other  professional  services  already  provided 
by  Andersen  Consulting,  the  emphasis  is  on  computer  operations  as  a 
significantly  different  business. 


A  number  of  key  points  have  emerged  about  the  nature  of  the  business. 
These  points  are  summarised  in  Exhibits  I- 10  and  Ml,  and  itemised 
below. 

•  A  computer  operations  contract  involves  a  long,  hard  sell,  and  the 
negotiation  of  the  contract  can  take  up  to  one  year. 

•  It  is  more  profitable  for  a  vendor  to  operate  its  own  site  rather  than  that 
of  the  client,  so  that  the  agreed  location  of  the  facility  is  important. 

•  It  is  important,  when  considering  whether  to  bid  for  a  contract,  that 
there  be  a  clear  understanding  of  whether  that  contract  is  a  strategic  or 
tactical  contribution  to  the  vendor's  business. 

•  It  is  necessary  to  develop  a  critical  mass  of  processing  power  and 
business  experience  in  order  to  provide  credibility  as  well  as  profitabil- 
ity. 

•  It  is  important  to  take  advantage  of  network  technology  in  order  to 
overcome  location  problems. 

•  Many  vendors  have  identified  that  they  have  had  to  go  through  a  sig- 
nificant learning  process,  not  just  in  their  business  as  a  whole,  but  also 
in  each  contract.  As  a  consequence,  it  is  difficult  to  make  a  profit  in  the 
early  years  of  a  contract. 

•  Because  added  value  has  a  significant  impact  on  the  price,  it  is  impor- 
tant to  be  able  to  add  value  in  order  to  make  a  service  profitable. 

•  Efficiency  is  paramount  in  order  to  make  a  profit,  and  because  of  the 
added  value  of  high-value  management  skills  it  is  important  to  lever- 
age-in such  skills  in  order  to  become  an  increasingly  strategic  service 
supplier  to  the  client. 
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EXHIBIT  1-10 


Nature  of  Business 

(Systems  Management) 

•  Long,  hard  sell 

•  Long  contract  negotiation 

•  Importance  of  location 

•  Strategic  versus  tactical 

•  Develop  critical  mass 

•  Network  technology 

EXHIBIT  1-11 


Systems  Management  Profitability 

•  Learning  process 

•  No  profit  in  early  years 

•  Need  to  add  value 

•  Service,  not  fees 

•  Efficiency  paramount 

•  Leverage  management  skills 

12 


YEASM 


SYSTEMS  MANAGEMENT  SERVICES-WESTERN  EUROPE,  1990 


INPUT 


D  

Country  Summary        1.  France 

The  strength  of  the  SSII  in  France  has  led  to  a  well-established  computer 
operations  market,  which  has  matured  in  the  last  three  or  four  years.  The 
top  vendors  are  GSI,  Telesystemes,  EDS,  Cisi  and  GFI,  the  subsidiary  of 
SD-Scicon.  INPUT  believes  about  60  percent  of  Telesystemes'  revenues 
are  attributable  to  France  Telecom  and  would  be  classified  as  captive. 

The  top  three  vendors  claim  annual  revenues  of  between  200  and  300 
million  FF,  and  other  participants  are  probably  earning  less  than  100 
million  FF.  There  are  indications  also  of  an  emerging  market  for  third- 
party  software  maintenance. 

Unless  by  acquisition,  it  is  believed  that  it  would  be  very  difficult  for 
Andersen  Consulting  to  enter  the  French  market.  Without  being  fully 
aware  of  the  skills  of  the  Andersen  Consulting  organisation  in  Paris, 
INPUT  suggests  that  industry  knowledge,  and  the  development  of  the 
existing  systems  integration  practise,  would  be  the  best  means  of  devel- 
oping systems  management  services. 

2.  United  Kingdom 

Hoskyns  is  the  clear  market  leader  in  computer  operations  in  the  United 
Kingdom  and  has  a  claimed  50  percent  of  the  market.  Hoskyns  has  been 
involved  with  some  very  large  contracts  and,  due  to  its  extensive  experi- 
ence and  critical  mass  of  processing,  is  extremely  competitive. 

Although  Hoskyns  is  attempting  to  get  away  from  some  of  the  negative 
emotional  overtones  that  some  of  its  past  contracts  have  involved,  INPUT 
believes  that  it  will  be  difficult  for  Hoskyns  to  leave  its  historical  baggage 
behind,  which  is  a  key  weakness. 

Hoskyns  names  EDS,  Sema,  ICL  and  Datasolve  as  competitors — EDS 
especially  on  large  contracts — but  perceives  its  most  serious  competitors 
to  be  SD-Scicon,  Andersen  Consulting,  Data  Networks  and,  in  the  Mid- 
lands, ITNet  and  Istel. 

It  has  been  suggested  that  the  local  authorities  are  driving  the  United 
Kingdom  market  at  the  moment,  but  these  contracts  tend  to  be  cost- 
cutting  rather  than  value-added.  In  the  long  term,  INPUT  recommends 
that  Andersen  Consulting  consider  systems  management  as  a  vertical 
rather  than  a  horizontal  market  in  order  to  leverage  Andersen 
Consulting' s  industry  knowledge. 
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3.  Germany,  Switzerland  and  Austria 

There  is  no  evidence  as  yet  of  computer  operations  on  a  significant  scale 
in  Germany.  The  fragmented  nature  of  the  German  market,  along  with 
the  federal  system,  make  it  difficult  to  make  an  overall  assessment. 
Various  reasons  for  this  lack  of  activity  have  been  put  forward — includ- 
ing cultural  ones  and  the  unwillingness  of  German  businesses  to  allow 
other  companies  to  manage  their  assets.  Opinion  is  divided  as  to  whether 
change  is  just  a  question  of  time  or  whether  external  services  with  exter- 
nal management  will  never  be  attractive. 

Nevertheless,  it  must  be  recognised  that  the  German  market  and  German 
industry  are  liable  to  significant  change  in  the  1990s,  particularly  in 
industry  markets  that  are  subject  to  deregulation.  It  might  therefore  be 
most  fruitful  to  identify  foreign  multinational  companies  that  require 
management  skills  as  targets  for  these  kinds  of  services.  The  greatest 
amount  of  activity  in  computer  operations  has  been  identified  by  one 
foreign  vendor  in  the  Frankfurt  region. 

INPUT  also  recognises  that  there  is  a  significant  potential  in  Germany 
for  third-party  software  maintenance,  given  the  requisite  skills  and  tools 
of  sufficient  sophistication.  Third-party  software  maintenance  may  be  a 
useful  starting  point. 

4.  Benelux 

The  leading  vendors  in  computer  operations  in  the  Netherlands  are 
RAET,  EDS,  BV  Computer  Centrum  and  CSC/CIG.  The  leaders  in 
Belgium  are  CSC/CIG,  Cegeka  and  EDS. 

INPUT  suggests  that  vendors  are  still  encountering  resistance  to  com- 
puter operations  and  that  the  market  is  not  yet  really  mature. 

It  is  interesting  to  note  also  that  Hoskyns  has  withdrawn  from  the  Dutch 
market.  Hoskyns  had  two  5-year  contracts,  one  with  BP  and  one  with 
Meneba,  and  was  intending  to  use  these  contracts  as  a  springboard  to 
develop  more  business.  However,  Hoskyns  was  unable  to  sign  any  more 
contracts  due  to  enormous  problems  with  the  commitments  it  was  having 
to  make  because  of  Dutch  labour  laws. 

5.  Scandinavia  and  Finland 

One  of  the  most  significant  features  of  this  region  is  the  strength  of  the 
Co-operative  Closed  User  Groups  and  the  processing  companies.  The 
implications  are  that  computer  operations  is  a  familiar  concept  and  that 
therefore  there  may  not  be  emotional  resistance  as  strong  as  in  other 
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regions.  There  are  indications  that  companies  are  coming  under  pressure 
to  reduce  costs  and  become  more  efficient,  and  there  are  indications  that 
the  co-operative  processing  services  centres  are  breaking  up,  so  that  there 
could  be  significant  opportunities  in  this  market. 

In  Denmark,  where  the  market  is  also  dominated  by  large  processing 
companies  such  as  Kommunedata,  some  concern  was  expressed  at  the 
threat  of  the  restructuring  of  European  industry  and  the  breaking  down  of 
processing  user  groups  due  to  foreign  acquisition. 

6.  Italy 

In  Italy  Finsiel  claims  significant  systems  management  revenues  but 
these  tend  to  be  as  a  result  of  joint  ventures  with  the  client.  Previously 
Finsiel  indicated  detection  of  an  outsourcing  trend  in  Italy,  contrary  to 
other  vendors.  But  in  recent  research,  Finsiel  indicated  it  is  struggling 
with  clients  that  are  trying  to  get  greater  control  of  the  services  that 
Finsiel  provides. 

French  companies  such  as  Concept  are  clearly  looking  to  extend  their 
activities  in  these  services  into  Italy,  but  it  is  not  clear  exactly  how  much 
of  an  outsourcing  trend  can  be  detected  in  Italy.  Given  the  breadth  of  the 
systems  management  portfolio,  there  are  clearly  going  to  be  some  major 
opportunities,  but  not  necessarily  in  computer  operations — perhaps  more 
likely  in  applications  software  maintenance.  One  indication  is  that  EDS 
in  Italy  is  still  primarily  servicing  General  Motors,  without  any  signifi- 
cant outside  business. 

7.  Spain 

There  is  no  evidence  of  great  activity  in  Spain  in  the  area  of  computer 
operations.  There  have  been  attempts  to  complete  contracts  with  Cadbury 
Schweppes  and  Font  Vella,  but  these  have  not  been  successful. 

However,  the  French-owned  companies  in  Spain  whose  parents  do 
provide  these  services  are  all  gearing  up  their  capabilities  and  skills  in 
this  area.  There  is  a  general  feeling  that  it  is  only  a  question  of  time 
before  the  market  develops,  and  the  French-owned  companies  wish  to 
invest  for  the  future. 

It  has  been  suggested  that  foreign  multinational  companies  will  provide 
the  greatest  opportunities,  but  companies  that  are  doing  systems  integra- 
tion contracts  for  the  Spanish  government  are  using  the  lack  of  expertise 
and  resources  of  the  government  agencies  to  leverage  systems  manage- 
ment contracts  at  the  end  of  the  development  project. 

There  are  believed  to  be  major  opportunities  in  the  area  of  software 
maintenance. 
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Conclusions  The  market  for  systems  management  services  is  small  at  the  moment,  but 

there  are  clear  indications  that  it  is  experiencing  and  will  continue  to 
experience  high  growth. 

Although  the  market  can  be  considered  to  be  an  opportunity  for  an 
offensive  strategy,  another  way  of  looking  at  it  is  in  a  defensive  way.  If 
Andersen  Consulting  wishes  to  offer  a  full  service  to  its  clients, 
Andersen  Consulting  cannot  afford  not  to  offer  some  services  that 
present  an  opportunity  to  become  strategically  important  to  the  client. 
The  implications  of  a  large  Andersen  Consulting  client  signing  a  major 
systems  management  contract  with  a  competitor  are  very  serious. 

It  must  also  be  borne  in  mind,  based  upon  the  nature  of  the  business,  that 
entry  into  this  market  represents  a  significant  long-term  investment  and  a 
very  significant  management  challenge  in  order  to  create  a  critical  mass 
of  profitable  business  so  that  it  will  not  be  easy  to  respond  quickly  to  the 
market  at  short  notice. 

Above  all,  given  the  difficulties  of  selling  into  this  market,  it  is  believed 
critically  important  for  Andersen  Consulting  to  clearly  identify  its  differ- 
entiation from  the  competitors  when  presenting  services  to  the  market- 
place. INPUT  suggests  that  Andersen  Consulting's  unique  positioning 
must  come  from  two  areas — from  its  activities  as  an  IS  strategist  and 
from  its  multinational  capability. 

The  positioning  as  an  IS  strategist  has  the  advantage  of  keeping 
Andersen  Consulting  on  the  high  ground  as  a  consultant  and  of  offering 
systems  management  services  as  assistance  to  the  client  in  implementing 
the  strategy.  In  this  way,  Andersen  Consulting  can  avoid  being  a  fol- 
lower of  the  market,  can  leverage  its  vertical  industry  experience,  and 
can  avoid  the  emotional  accusation  of  being  an  asset  stripper. 

The  multinational  capability  is  very  important  because  few  of  the  com- 
petitors can  do  the  same,  and  because  multinational  companies  that  are 
breaking  into  new  markets,  or  that  are  restructuring,  are  prime  prospects. 
In  country  markets  with  low  systems  management  activity,  foreign 
companies  present  the  greatest  opportunity  for  systems  management 
services. 

The  IS  strategy  approach  will  enable  systems  management  services  to  be 
perceived  in  a  similar  way  to  existing  services  in  that  they  are  driven  by 
business  problems  and  IS  problems.  The  offer  to  the  client  then  is  fo- 
cused on  the  high  priorities,  and  there  is  an  opportunity  to  sell  the  other 
elements  of  systems  management  services,  both  inside  and  across  na- 
tional boundaries. 
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For  example,  the  client  is  presented  with  systems  management  services  as 
a  way  to  implement  the  client's  new  IS  strategy  more  cheaply,  faster, 
with  less  cost,  and  with  less  pain.  The  initial  priority  might  be  software 
maintenance,  but  this  initial  contract  might  then  lead  to  a  major  computer 
operations  contract  or  even  vice  versa. 

In  this  way,  systems  management  services  provide  an  opportunity  and 
support  to  other  Andersen  Consulting — services  such  as  strategies  and 
systems  integration — and  will  provide  an  opportunity  to  become  more 
indispensable  to  the  client  and  increase  client  account  control. 

This  positioning  of  Andersen  Consulting's  systems  management  services 
as  strategy  implementation  would  gain  a  significant  advantage  over  most 
of  the  other  competitors  in  the  market,  although  it  must  be  pointed  out 
that  other  companies  with  a  multinational  capability — such  as  EDS — are 
making  similar  moves.  It  would  be  a  useful  positioning  against  IBM,  and 
only  Price  Waterhouse  could  present  such  a  position  with  similar  cred- 
ibility. 

It  is  becoming  apparent  that  systems  management  services  that  have  been 
traditionally  considered  horizontal  are  now  becoming  vertical.  That  is  to 
say,  in  order  to  demonstrate  credibility  before  the  sale,  it  is  important  to 
demonstrate  an  understanding  of  the  prospect's  business.  At  the  same 
time,  after  the  sale  an  understanding  of  the  client's  business  makes  it 
easier  and  quicker  to  achieve  the  point  where  a  contract  is  profitable. 

As  well  as  having  an  overall  strategy,  each  country  will  need  to  identify 
individual  tactics  within  this  framework.  It  is  clear  that  the  provision  of 
systems  management  services  is  a  long-term  investment,  and  local  capa- 
bilities and  conditions  will  have  to  be  taken  into  account  in  order  to  enter 
and  develop  the  business. 

The  common  factor  of  all  systems  management  opportunities  is  a  com- 
pany that  is  facing  major  strategic  changes  to  its  business  and 
organisation.  In  view  of  the  significant  problems  facing  the  client  and 
prospect  base  in  terms  of  market  threats,  technological  development  and 
the  effects  of  1992,  INPUT  suggests  that  an  analysis  of  potential  pros- 
pects would  be  useful  in  order  to  assess  more  clearly  from  an  end-user 
point  of  view  which  companies  are  more  susceptible  to  systems  manage- 
ment services.  Andersen  Consulting's  key  differentiators  are  IS  strategy 
skills  and  multinational  capability,  so  this  analysis  would  need  to  be  co- 
ordinated across  national  markets  and  industry  markets  in  order  to  iden- 
tify specific  prospects. 

This  analysis  would  also  have  the  advantage  of  identifying  the  vulnerabil- 
ity of  the  existing  client  base  to  predation  from  other  systems  manage- 
ment vendors.  This  predation  can  come  without  warning  if  the  client  is 
the  IS  manager,  and  if  a  contract  is  negotiated  by  a  competitor  with  the 
CEO  and  CFO. 
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There  is  a  clear  difference  in  the  pattern  of  expenditure  between  different 
national  markets  in  Europe — that  is  to  say,  there  is  a  difference  in  the 
way  computer  solutions  are  delivered. 

France  is  the  largest  and  most  developed  market  and  is  significant  for  the 
strength  of  the  custom  software  sector;  in  Germany,  on  the  other  hand, 
turnkey  is  the  preferred  delivery  mode.  Professional  services  are  signifi- 
cantly larger  as  a  proportion  of  the  total  expenditure  in  a  more  homoge- 
neous market  such  as  the  United  States.  Professional  services  represents 
about  30%  of  the  market  on  average  in  Europe,  but  in  France,  this  pro- 
portion is  over  37%,  whereas  in  Germany  it  is  less  than  22%. 

From  the  point  of  view  of  systems  management  services,  INPUT  believes 
that  the  processing  services  sector  is  significant.  The  decline  of  the 
computer  bureau  has  been  a  result  of  the  desire  to  develop  in-house 
capability;  a  move  to  computer  operations  implies  reversal  of  that  trend. 
It  is  interesting  to  note  that  in  countries  such  as  the  U.K.  where  the 
bureau  has  declined  significantly,  computer  bureaux  that  became  special- 
ist, with  significant  applications  knowledge,  have  continued  to  thrive. 
Typical  examples  are  payroll  or  overnight  processing  for  the  commodi- 
ties markets. 

Another  significant  feature  of  the  European  market  is  that  the  decline  of 
processing  has  not  been  uniform  in  different  regions.  Exhibit  II- 1  shows 
the  regional  breakdown  of  the  total  processing  services  market.  The 
relative  importance  of  this  sector  in  each  national  market  can  be  more 
easily  seen  in  Exhibit  II-2,  which  clearly  indicates  that  in  Scandinavia 
processing  services  are  more  accepted  as  a  solution  compared  to  in  the 
United  Kingdom.  It  should  be  borne  in  mind  also  that  these  revenues 
exclude  significant  organisations  such  as  Spadab  in  Sweden,  which  is  the 
second  largest  vendor  in  that  country,  but  whose  revenues  are  one  hun- 
dred percent  captive. 
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Regional  Distribution  of  Processing 
Services— Western  Europe,  1989 
($  Millions) 


Scandinavia/Finland 


Total  =  $7,690  Million 
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Proportion  of  Regional  Total  Software  and  Services 
Market  for  Processing  Transaction,  Utility  and  Other 

Services,  1989 
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The  greater  importance  of  processing  in  some  countries  is  made  relevant 
by  the  gradual  blurring  of  the  boundary  between  what  is  processing  and 
what  is  computer  operations.  In  a  move  to  provide  more-complete  solu- 
tions, some  companies  are  selling  comprehensive  software  and  then 
offering  to  run  the  software  on  their  own  computer  facilities  to  provide  a 
service  to  the  client  rather  than  a  product  sale.  INPUT  believes  that 
national  markets  such  as  Scandinavia,  and  possibly  Germany,  should  be 
more  susceptible  to  this  type  of  service  than  in  the  United  Kingdom, 
where  processing  has  been  in  such  fast  decline. 

As  can  be  seen  from  Exhibit  II-3  (and  Exhibit  II- 1),  the  geographical 
distribution  of  systems  management  expenditure  is  significantly  different 
from  that  of  processing  services,  with  France  and  the  United  Kingdom 
being  the  most  developed  markets. 
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Geographical  Distribution  of  Systems 
Management  Services— Western  Europe,  1989 

($  Millions) 


Total  =  $2,250  Million 


Exhibit  II-4  shows  this  regional  breakdown  relative  to  the  sizes  of  the 
different  markets.  The  total  IT  spend  of  $190  billion  is  shown  in  de- 
scending order  of  market  size,  the  rest  of  Europe  being  the  sum  of  the 
Portugese,  Irish,  and  Greek  markets.  (A  detailed  breakdown  of  systems 
management  services  expenditure  was  shown  in  Exhibit  1-7  in  the  previ- 
ous chapter.) 

The  market  penetration  for  systems  management  services  can  be  deter- 
mined by  subtracting  the  existing  expenditure  on  software  and  services, 
the  equipment  costs  and  facilities  costs,  and  removing  an  estimate  of  the 
people  costs  devoted  to  development.  Comparing  the  existing  revenues 
against  this  potential  market  shows  that  the  penetration  is  clearly  very 
low.  It  is  important  to  recognise  that  systems  management  services  do 
not  entail  new  expenditures.  An  increase  in  market  penetration  is  a 
transfer  of  expenditure  from  internal  services  to  external  services. 
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Systems  Management  Penetration— Western  Europe,  1989 
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Although  a  great  many  companies  are  in  the  software  maintenance 
business,  the  amount  of  activity  in  taking  over  the  application  software 
maintenance  of  in-house  systems  is  still  very  small,  and  the  penetration  of 
this  potentially  large  market  is  believed  to  be  well  under  one  percent. 

A  small  market  with  a  low  penetration  does  not  necessarily  imply  a  major 
opportunity;  however,  INPUT'S  research  identified  a  significant  amount 
of  activity  amongst  vendors,  especially  in  the  U.K.,  France,  and 
Scandinavia.  Vendors  that  are  well  established  have  identified  an  increase 
in  the  level  of  competition,  and  many  vendors  are  moving  into  this  sector. 
Examples  are  professional  services  companies,  equipment  vendors  and 
third-party  maintenance  companies. 
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As  shown  in  Exhibit  II-5,  different  strategies  have  been  identified.  Some 
companies  have  stated  that  the  high  level  of  activity  indicates  that  there 
will  be  a  major  shake-out  in  the  future;  therefore,  their  strategy  is  one  of 
aggressive  growth,  not  so  much  for  any  critical  mass  of  processing,  but 
because  of  the  enhanced  credibility  that  this  growth  provides. 


Vendor  Strategies 

•  Developing  critical  mass 

•  Offering  partnerships 

•  Control  of  human  resources 

•  Industry  markets 

•  Alliances  and  joint  ventures 

•  Client  joint  ventures 

In  order  to  overcome  some  of  the  negative  emotional  attitudes  that  are 
inherent  in  a  major  management  contract  and  the  often-expressed  fear  of 
loss  of  control  on  the  part  of  the  prospects,  some  companies  are  trying  to 
develop  a  partnership  concept  with  their  clients. 

Some  companies  are  using  systems  management  services  as  a  means  to 
control  the  supply  of  professional  services  to  the  client.  In  this  case  the 
profitability  of  the  systems  management  is  less  important,  and  the  con- 
tract is  seen  purely  as  a  human  resources  issue. 

Some  companies  are  already  identifying  a  trend  that  systems  manage- 
ment is  moving  away  from  a  horizontal  market  where  costs  and  effi- 
ciency in  use  of  technology  are  key  issues,  to  one  where  industry  knowl- 
edge is  paramount.  Identifying  industry  markets  and  exploiting  specialist 
skills  can  improve  the  vendor's  credibility  prior  to  the  sale,  and  can  make 
the  contract  negotiation  and  the  relationship  with  the  client  more  effec- 
tive as  well. 
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INPUT  believes  there  will  be  increased  evidence  of  alliances  and  joint 
ventures  in  this  part  of  the  market.  Typically  this  co-operation  might  be 
between  companies  with  management  and  technology  skills,  and  compa- 
nies with  strategic  and  industry  skills.  The  parties  in  this  case  are  not 
threatening  to  each  other  and  the  different  skills  are  complementary. 

Another  approach  is  to  set  up  joint  ventures  with  the  client  that  will  sell 
back  services.  This  approach  is  very  common  in  Italy,  and  may  be  a 
useful  alternative  in  cases  where  ownership  of  the  facility  is  an  important 
issue  to  the  client. 
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Regional  Systems  Management 
Activities 


A  

France  Facilities  management  is  the  recognised  term  used  in  France  for  computer 

operations.  The  market  in  France  appears  to  be  well  developed  in  that 
there  are  a  significant  number  of  vendors  who  market  and  sell  computer 
operations  services.  It  is  claimed  that  it  is  no  longer  necessary  to  sell  the 
concept — only  the  company  and  the  proposed  solution.  This  acceptance 
of  the  concept  is  certainly  not  true  elsewhere,  with  the  possible  exception 
of  Scandinavia. 

Vendors  contacted  in  France  are  shown  in  Exhibit  ffl-1.  The  leading 
vendors  are  GFI,  EDS,  CISI  and  GSI.  Telesystemes  is  also  a  leading 
vendor,  but  60%  of  its  revenues  are  captive  with  France  Telecom. 

GFI  has  two  data  centres  in  France  and  is  having  to  face  the  investment 
necessary  to  establish  another.  GFI  claims  to  be  number  three  in  the 
market  with  revenues  of  230  million  FF  and  has  a  very  well-thought-out 
and  flexible  approach  to  the  needs  of  the  client. 

GSI  is  the  market  leader  and  claims  revenues  of  378  million  FF,  but  this 
figure  is  disputed  by  GFI,  which  suggests  that  300  million  FF  would  be 
more  accurate.  GSI  is  interesting  in  that  it  sees  these  services  purely  as  a 
human  resources  issue.  GSI  strongly  emphasises  the  prospects  problems 
with  the  "aliens"  in  the  DP  department  and  uses  facilities  management  to 
control  the  sale  of  human  resources  back  to  the  client.  GSI  is  therefore 
less  concerned  about  the  technological  issues  and  the  data  centre  profit- 
ability. 

CISI  has  a  subsidiary  solely  concerned  with  the  market  for  maintenance 
of  in-house  software  and  this  is  believed  to  be  one  of  CISI's  main  consid- 
erations in  approaching  this  market. 
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EXHIBIT  111-1 


Service  Profiles  of  Some  Systems  Management 
Vendors  in  France 


Company 
Name 

ComDuter 
Operations 

Processing 
Services 

Network 
Services 

LSiodo  Lei 

Recovery 

Network 
Mgt. 

Software 
Maint. 

Professional 
Svcs. 

Equipment 
Maint. 

Axone 

X 

X 

X 

BSI 

X 

Cisi 

X 

X 

X 

X 

X 

Concept 

X 

X 

X 

X 

X 

X 

X 

EDS 

X 

X 

X 

X 

X 

GSI 

X 

X 

GFI 

X 

X 

X 

Linedata 

X 

X 

X 

X 

Sinorg 

X 

X 

Sligos 

X 

X 

X 

X 

X 

X 

X 

Sodinforg 

X 

X 

X 

X 

X 

X 

X 

Telesyst. 

X 

X 

X 

X 

Unisys 

X 

X 

X 

X 

X 

X 

Concept  has  three  data  centres — in  Lyons,  Nancy,  and  Orleans — to 
service  a  considerable  amount  of  claimed  computer  operations  for  small 
business  and  the  finance  sector,  but  it  is  difficult  to  distinguish  from 
Concept's  processing  services  business.  Concept  cites  GSI  as  the  main 
competitor. 

It  is  difficult  to  establish  the  extent  of  EDS'  penetration  of  the  market 
outside  EDS'  contract  with  General  Motors,  but  it  is  interesting  to  note 
that  EDS  claims  that  30%  of  its  revenues  come  from  the  finance  sector.  It 
is  also  interesting  to  note  that  EDS  was  the  only  vendor  contacted  that 
cited  IBM  as  the  major  competitor. 

IBM  does  have  a  joint  venture  with  SEMA  (called  Axone)  to  provide 
facilities  management  and  disaster  recovery  but  it  is  generally  accepted 
that  the  venture  is  faring  very  badly. 

An  accepted  figure  for  annual  market  growth  is  15-20%. 
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It  would  be  very  difficult  for  Andersen  Informatique  to  develop  a  cred- 
ible systems  management  capability  very  quickly,  but  in  view  of  the 
advanced  nature  of  the  market  and  the  potential  threat,  INPUT  suggests 
that  the  market  be  seriously  considered.  A  possible  solution  might  be  a 
joint  venture  with  a  company  that  does  not  threaten  the  systems  integra- 
tion and  professional  services  business.  An  example  of  a  potential  partner 
might  be  CISI,  but  such  a  partnership  could  also  have  implications  in 
Spain  where  CISI  owns  the  market  leader,  CCS. 

B  

Germany,  Switzerland  In  Germany  the  concept  of  processing  centres  is  also  well  established, 
and  Austria  w*m  3,500  small  banks  and  savings  institutions  using  19  processing 

centres.  However,  there  is  no  evidence  of  major  activity  in  the  systems 
management  area.  Vendors  in  Germany  contacted  for  this  research  are 
shown  in  Exhibit  III-2. 


EXHIBIT  111-2 


Service  Profiles  of  Some  Systems  Management 
Vendors  in  Germany 


Company 
Name 

Computer 
Operations 

Processing 
Services 

Network 
Services 

Disaster 
Recovery 

Network 
Mgt. 

Software 
Maint. 

Professional 
Svcs. 

Equipment 
Maint. 

Actis 

X 

Alldata 

X 

X 

X 

X 

Auto  Ctr. 

X 

X 

X 

CMG 

X 

X 

Datron 

X 

X 

X 

X 

X 

X 

X 

DVO 

X 

X 

X 

EDS 

X 

X 

X 

X 

X 

X 

X 

MAI 

X 

X 

X 

X 

X 

Philips 

X 

X 

X 

X 

X 

X 

Sietec 

X 

X 

X 

S&S 

X 

X 

X 

X 

Taylorix 

X 

X 

X 

X 
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EDS  claims  an  established  business  in  Germany  based  upon  3  data 
centres,  and  claimed  to  have  no  competition  in  Germany,  although  EDS 
now  accepts  that  it  will  face  more  competition  in  the  future  from  IBM, 
Digital,  and  Daimler-Benz.  It  is  interesting  to  note  that  Hoskyns,  which 
is  the  market  leader  in  the  U.K.,  has  decided  not  to  enter  the  market  as  a 
result  of  market  research.  Volmac  has  entered  the  German  market  from 
Holland,  and  suggests  that  it  is  more  difficult  there  than  in  Holland  to 
overcome  client  objections;  Volmac's  one  client  in  Germany  is  a  U.S. 
company.  EDS  agrees  that  there  is  a  major  emotional  objection  to  facili- 
ties management  in  Germany. 

However,  it  has  been  possible  to  identify  companies  operating  in  Ger- 
many that  provide  computer  operations  without  talking  about  it.  In  other 
words,  the  business  has  come  about  as  a  result  of  a  response  to  the  needs 
of  the  client  rather  than  as  a  result  of  directed  market  activity. 

INPUT  believes  Siemens  and  IBM  are  active  in  the  market,  but  the  lack 
of  response  to  INPUT'S  request  for  competitors'  names  suggests  that  the 
market  is  not  very  developed. 

One  area  that  is  known  to  be  of  interest  in  Germany  is  the  provision  of 
software  maintenance  services  for  in-house  software,  and  INPUT  be- 
lieves such  services  are  one  of  the  major  opportunity  areas. 


United  Kingdom  In  terms  of  development,  the  United  Kingdom  market  is  second  to 

France,  but  unlike  Scandinavia  and  France  there  are  still  major  problems 
in  selling  the  concept  and  significant  negative  emotional  overtones.  The 
CSA  has  set  up  a  committee  to  tackle  some  of  these  issues. 

Although  the  market  is  dynamic  in  terms  of  activity,  there  are  two  key 
factors.  One  is  the  dominance  of  Hoskyns,  whose  "lock,  stock  and 
barrel"  approach  has  led  to  some  of  the  negative  response,  and  the  other 
is  that  the  market  is  driven  at  the  moment  by  local  authorities  who  are 
looking  for  cost-cutting  rather  than  the  implementation  of  change.  These 
authorities  tend  to  require  very  competitive  low-profit  contracts. 

Hoskyns  claims  50%  of  the  total  market,  but  this  figure  is  disputed  by 
other  vendors.  In  order  to  assess  the  major  players  in  what  is  a  very 
fragmented  market  apart  from  Hoskyns,  it  is  worth  quoting  Hoskyns' 
assessment  of  the  competition.  Hoskyns  considers  its  serious  competitors 
to  be  Andersen  Consulting,  Data  Networks,  SD-Scicon  and,  in  the 
Midlands,  ITNet  and  Istel.  Hoskyns  also  encounters  EDS  on  very  large 
deals. 
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It  has  unfortunately  not  been  possible  to  contact  EDS  for  this  research, 
but  it  is  believed  that  EDS  is  conducting  a  major  review  of  its  position 
and  strategy,  and  has  commissioned  research  to  look  at  the  finance 
market. 

The  United  Kingdom  is  an  example  of  a  country  market  where  Andersen 
Consulting  has  an  opportunity  to  change  concepts  in  its  favour.  It  is 
recognised  that  systems  management  services  are  an  emotional  issue,  and 
attempts  are  being  made  via  the  CSA  and  Hoskyns'  advertising  campaign 
to  address  negative  attitudes.  If  there  is  an  attempt  (that  is  desired  by  all 
vendors)  to  move  away  from  the  cost-cutting,  asset-stripping  image 
towards  one  of  strategy  implementation  (referred  to  by  Hoskyns  as 
crossroads  FM),  this  change  can  only  work  to  Andersen  Consulting's 
advantage. 

A  list  of  U.K.  vendors  contacted  for  this  research  is  shown  in  Exhibit 

in-3. 
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EXHIBIT  III-3 

Service  Profiles  of  Some  Systems  Management 
Vendors  in  the  U.K. 


oompany 
Name 

computer 
Operations 

rrocessing 
Services 

NetworK 
Services 

Disaster 
Recovery 

iNeiworK 
Mgt. 

oortware 
Maint. 

rroiessionai 
Svcs. 

tquipmeni 
Maint. 

ACT 

X 

X 

X 

X 

X 

X 

AT&T/lstel 

X 

X 

X 

X 

X 

X 

BT 

X 

X 

X 

X 

X 

CMG 

X 

X 

X 

X 

Compower 

X 

X 

Comshare 

X 

X 

X 

X 

Data  N/W 

X 

X 

X 

X 

X 

X 

Datasolve 

X 

X 

X 

X 

X 

X 

X 

Excel 

X 

X 

X 

X 

X 

X 

Granada 

X 

X 

X 

X 

X 

X 

X 

Hoskyns 

X 

X 

X 

X 

X 

X 

Y 
A 

A 

V 
A 

Y 
A 

Y 

A 

Y 

A 

Y 

A 

Y 

A 

Kalamazoo 

X 

X 

X 

X 

NCR 

X 

X 

X 

X 

X 

X 

X 

NMW 

X 

X 

X 

X 

X 

X 

X 

PCL 

X 

X 

X 

X 

X 

X 

X 

SD-Scicon 

X 

X 

X 

X 

X 

X 

X 

Sherwood 

X 

X 

X 

X 

X 

X 

X 

Sorbus 

X 

X 

X 

X 

X 

Wang 

X 

X 

X 

X 

X 

X 

EIRE 

Matrix 

X 

X 

X 

X 

X 
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D  

Italy  Apart  from  Finsiel,  which  operates  systems  management  in  the  form  of  a 

joint  venture  with  the  client,  it  has  been  difficult  to  identify  major  activity 
in  Italy.  Finsiel  is  also  under  some  pressure  from  clients  who  want  to  get 
back  more  control  of  their  data  processing  activities. 

A  great  deal  of  claimed  computer  operations  has  turned  out  to  be  process- 
ing services;  EDS  and  IBM  do  not  admit  to  any  external  facilities  man- 
agement activities. 

Italy  may  present  an  opportunity  to  Andersen  Consulting  to  shape  the 
market  by  developing  systems  management  activities  to  support  multina- 
tional companies  moving  into  the  Italian  market,  and  by  extending 
Andersen  Consulting 's  strategy  development  and  systems  integration  to 
sell  to  existing  clients. 

A  list  of  Italian  vendors  contacted  for  this  research  is  shown  in  Exhibit 

m-4. 


EXHIBIT  III-4 


Service  Profiles  of  Some  Systems  Management 
Vendors  in  Italy 


Company 
Name 

Computer 
Operations 

Processing 
Services 

Network 
Services 

Disaster 
Recovery 

Network 
Mgt. 

Software 
Maint. 

Professional 
Svcs. 

Equipment 
Maint. 

CDS/Concept 

X 

X 

X 

X 

X 

X 

Cerved 

X 

X 

EDS 

X 

X 

X 

X 

X 

X 

X 

Finsiel 

X 

X 

X 

X 

IBM 

X 

X 

X 

X 

X 

Sarin 

X 

X 

X 
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E  

Benelux  One  significant  feature  of  this  market  has  been  the  withdrawal  of 

Hoskyns  from  the  Dutch  computer  operations  market  because  of  labour 
law  problems  and  the  commitments  Hoskyns  had  to  make. 

Hoskyns  has  suggested  that  other  vendors  have  had  similar  problems  and 
a  significant  amount  of  resistance.  RAET,  which  is  the  market  leader  in 
Holland,  has  admitted  that  it  is  completely  reworking  its  facilities  man- 
agement offering  by  reducing  the  people  aspects  and  emphasising  net- 
works. RAET  is  unwilling  at  this  stage  to  explain  in  more  detail,  but  has 
said  that  it  is  setting  up  a  joint  venture  with  a  major  international  com- 
pany. 

Volmac,  which  started  its  computer  operations  subsidiary  in  January 
1990  (based  at  Heerlen),  is  very  positive  about  the  Dutch  and  Belgian 
markets  and  does  not  recognise  any  difficulties  with  the  taking  on  of 
staff.  This  optimism  may  be  due  to  lack  of  experience. 

A  list  of  Benelux  vendors  contacted  for  this  research  is  shown  in  Exhibit 
IH-5. 


EXHIBIT  111-5 

Service  Profiles  of  Some  Systems  Management 
Vendors  in  the  Benelux  Countries 


Company 
Name 

Computer 
Operations 

Processing 
Services 

Network 
Services 

Disaster 
Recovery 

Network 
Mgt. 

Software 
Maint. 

Professional 
Svcs. 

Equipment 
Maint. 

AC 

X 

X 

X 

X 

X 

X 

BV  Centrum 

X 

X 

X 

X 

X 

CSC/CIG 

X 

X 

X 

X 

X 

X 

X 

Econocom 

X 

X 

X 

GDR 

X 

X 

Gentronics 

X 

X 

X 

X 

X 

X 

X 

X 

Hoskyns 

X 

X 

X 

X 

X 

Medisys 

X 

X 

X 

X 

X 

X 

X 

RAET 

X 

X 

X 

X 

X 

X 

X 

Thyssen 

X 

X 

X 

X 

X 

X 

Trasys 

X 

X 

X 

X 

Volmac 

X 

X 

X 

X 

X 

X 

X 
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F  

Scandinavia  and  A  significant  amount  of  activity  has  been  identified  in  this  market.  The 

Finland  strength  of  the  processing  services  sector,  and  the  co-operative  processing 

centres,  is  a  significant  feature  of  the  Scandinavian  market.  However, 
these  vendors  are  coming  under  increasing  pressures  from  their  client 
base. 

A  combination  of  factors — such  as  the  deregulation  of  markets,  restruc- 
turing of  markets,  greater  competition  and  cost  pressures — are  causing 
many  companies  to  rethink  their  IS  strategies,  a  rethinking  being  a  clear 
opportunity  for  systems  management  services.This  market  therefore  may 
provide  a  major  opportunity  for  Andersen  Consulting  based  upon  its 
strength  in  IS  strategy  development. 

The  very  high  start-up  costs  would  not  make  a  head-to-head  confronta- 
tion with  well-established  processing  services  companies  a  feasible 
proposition,  but  there  will  clearly  be  major  opportunities  to  help  compa- 
nies through  major  strategic  changes.  Typically  clients  of  existing  pro- 
cessing centres  that  wish  to  change  might  well  find  an  Andersen  Consult- 
ing offer  to  help  reduce  costs  or  move  to  new  technology  more  credible 
than  an  offer  from  the  existing  centre,  which  has  a  vested  interest  in  the 
status  quo.  The  Andersen  approach  might  then  be  a  systems  management 
as  a  supplement  to  strategy  consulting  and  systems  integration  contracts 
developing  the  new  solutions. 

Leading  vendors  identified  in  Norway  are  NIT,  EDB,  Nordata  and 
Teamco.  Svenska  Data,  Programator,  Edebe,  Databolin,  and  Piadata  are 
leading  vendors  in  Sweden.  Programatic  Oy  and  Tietotehdas  are  the  main 
vendors  in  Finland,  along  with  Tietosuor,  which  is  a  subsidiary  of 
Svenska  Data.  Olivetti  has  recently  acquired  Scanvest  in  Norway,  and 
INPUT  believes  Olivetti  will  be  entering  this  market. 

It  is  important  to  note  also  a  very  high  level  of  activity  by  IBM  in  this 
region — especially  significant  acquisitions  in  Sweden  and  Finland  and 
new  computer  operations  services  in  Norway. 

Growth  claims  by  vendors  vary  from  12%  to  20%.  A  list  of  Scandinavian 
vendors  contacted  for  this  research  is  shown  in  Exhibit  III-6. 
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EXHIBIT  III-6 

Service  Profiles  of  Some  Systems  Management 
Vendors  in  Scandinavia  and  Finland 


Name 

P.nmni  itpr 

Operations 

r  i  uouooii  iy 

Services 

IMCIWUI  l\ 

Services 

Disaster 
Recovery 

Mptwork 
Mgt. 

Snftwa  rp 
Maint. 

Prnfp's^innal 

1    1  ul  vOO'UI  lul 

Svcs. 

Eauirjmpnt 
Maint. 

ADB 

X 

X 

X 

X 

Bonnier 

X 

X 

X 

CMA 

X 

X 

X 

X 

X 

Daab 

X 

X 

X 

Datema  (DK) 

X 

X 

X 

X 

X 

Datema  (SW) 

X 

X 

EDB 

X 

X 

X 

X 

X 

X 

X 

Edebe 

X 

X 

X 

X 

X 

X 

X 

J  DC 

X 

X 

X 

X 

Kommunedta 

X 

X 

X 

X 

X 

X 

Norsk  Data 

X 

X 

X 

X 

X 

Piadata 

X 

X 

X 

X 

Probus 

X 

X 

X 

X 

X 

X 

Programatic 

X 

X 

X 

X 

X 

X 

X 

PBS 

X 

X 

X 

X 

Scanvest 

X 

X 

X 

X 

X 

Svenska  Dt 

X 

X 

X 

X 

X 

X 

X 

Tietosuor 

X 

X 

Tietotehdas 

X 

X 
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Spain  Very  little  activity  was  detected  in  computer  operations.  The  general 

consensus  of  vendors  in  Spain  was  that  the  major  opportunities  would  be 
in  software  maintenance  and  from  multinational  companies  moving  into 
the  Spanish  market. 

Facilities  management  as  such  is  not  an  issue  in  Spain,  but  there  are 
opportunities  to  do  it  in  response  to  the  client  when  there  are  not  suffi- 
cient resources  in-house.  One  vendor  stated  that  a  major  systems  integra- 
tion contract  for  the  government  would  probably  lead  to  a  systems  man- 
agement opportunity,  although  such  a  progression  was  not  implicit  in  the 
contract. 

There  is  no  indication  that  EDS  has  managed  to  obtain  any  significant 
business  in  computer  operations  outside  General  Motors,  although  EDS  is 
working  with  Granada  in  the  field  of  equipment  maintenance  for  factory 
robots.  This  connection  may  lead  to  other  ventures,  since  Granada  has 
targeted  the  automobile  manufacturing  market.  Granada  is  also  develop- 
ing its  software  maintenance  business  and  has  launched  its  disaster 
recovery  service  in  Spain,  claiming  that  it  contributes  to  5%  of  revenues. 

It  is  in  the  field  of  software  maintenance  that  the  major  opportunities  are 
believed  to  lie.  The  staff  shortage  in  Spain  is  critical,  and  the  quality  of 
custom  software  delivered  to  clients  is  often  very  poor.  It  is  a  major 
problem  for  many  medium-sized  companies  to  compete  in  the  skills 
market,  and  the  provision  of  software  maintenance  services  and  generally 
sorting  out  the  mess  left  by  others  is  a  major  opportunity,  along  with  the 
provision  of  high-quality  development. 

A  list  of  Spanish  vendors  contacted  for  this  research  is  shown  in  Exhibit 

m-7. 
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EXHIBIT  lil-7 

Service  Profiles  of  Some  Systems  Management 
Vendors  in  Spain 


Company 
Name 

Computer 
Operations 

Processing 
Services 

Network 
Services 

Disaster 
Recovery 

Network 
Mgt. 

Software 
Maint. 

Professional 
Svcs. 

Equipment 
Maint. 

Alcatel 

X 

X 

X 

X 

X 

Entel 

X 

X 

X 

X 

GSIX 

X 

X 

X 

X 

X 

Sintec 

X 

Concept 

X 

Logic  Cnt. 

X 

X 

X 

Eltec 

X 

X 

X 

Granada 

X 

X 

X 

X 
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Analysis  of  Key  Issues 


Client/Vendor 
Relationships 


In  the  event  of  a  major  computer  operations  contract,  there  can  be  a 
significant  emotional  barrier  to  a  vendor's  taking  charge  of  such  a  signifi- 
cant company  asset.  For  this  reason  it  is  clear  that  both  parties  are  enter- 
ing into  a  long-term  relationship.  It  is  also  clear  that  a  strong  open  rela- 
tionship will  need  to  be  developed  over  time  in  order  for  the  service  to  be 
successful. 


In  some  cases  fear  of  asset  stripping  has  led  the  client  to  demand  an  open 
accounting  system  so  that  in  the  event  of  very  high  profits,  they  can  be 
shared  between  the  two  parties.  Many  vendors  suggest,  as  well  as  hope, 
that  there  is  beginning  to  be  a  shift  away  from  cost  towards  value  as  the 
prime  client  consideration,  and  this  shift  is  felt  by  them  to  be  important. 

Some  vendors  offer  their  clients  a  partnership,  although  others  are  ada- 
mant that  there  should  be  a  service  provision  and  the  client  should  main- 
tain control.  This  may  be  simply  a  question  of  semantics,  but  what  is 
clear  is  that  the  loss  of  control  is  a  major  obstacle  when  negotiating  major 
systems  management  contracts. 

One  aspect  of  loss  of  control  is  the  fear  that  the  vendor  has  a  vested 
interest  in  maintaining  a  status  quo,  and  will  not  assist  the  client  to 
develop  use  of  technology.  Some  vendors  have  stated  that  they  have 
received  criticism  from  their  clients  because  they  have  not  taken  a  strong 
enough  lead  in  developing  the  client's  systems  strategy. 

These  issues  are  summarised  in  Exhibit  IV- 1. 
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EXHIBIT  IV-1 


Client-Vendor  Issues 

•  Long-term  relationship 

•  Open  accounting 

•  Cost  ►  value 

•  Leadership 

•  Partnership 

•  Credibility 

B  

Systems  Management  All  the  vendors  contacted  have  agreed  that  systems  management  services 
Opportunities  ^  services  that  have  to  be  sold  very  strongly,  even  when  the  prospect  is 

very  good.  Such  services  imply  a  significant  involvement  with  the  client 
and  a  high  level  of  dependence  on  the  outside  supplier. 

The  most  common  theme  in  all  interviews  was  that  the  major  opportunity 
was  with  clients  experiencing  major  changes,  such  as  a  rapidly  moving 
market,  a  management  reorganisation,  a  major  acquisition,  or  a  major 
change  in  technology.  The  systems  management  service  then  helps  the 
company  to  move  faster,  better  and  more  cheaply  in  order  to  achieve  the 
necessary  strategic  changes. 

A  common  view  was  that  the  client  has  arrived  at  the  situation  where  the 
DP  department  has  become  part  of  the  problem  rather  than  part  of  the 
solution.  DP  department  personnel  often  tend  to  be  too  technical  and 
inflexible,  and  compared  with  the  rest  of  the  company  they  show  less 
loyalty,  are  expensive  to  keep  and  train,  and  move  to  other  positions  very 
easily.  The  staff  issue  is  recognised  as  increasingly  important  by  many 
vendors,  and  some  vendors  focus  exclusively  on  this  issue. 

Cost  is  often  an  important  issue  and  reduction  in  costs  can  be  a  motiva- 
tion that  creates  the  opportunity,  but  cost  is  believed  to  be  less  important 
in  actually  winning  the  business.  In  view  of  the  importance  and  strategic 
nature  of  some  of  these  services,  credibility  is  generally  believed  to  be 
critical. 
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The  two  factors  that  are  becoming  increasingly  important  in  order  to 
establish  credibility  are  the  ability  to  demonstrate  industry  knowledge 
and  consequently  a  clear  understanding  of  the  prospect's  business  needs, 
and  the  ability  to  demonstrate  a  track  record  of  similar  contracts. 


Different  approaches  to  profitability  were  evident  from  the  responses  to 
the  research  questions.  It  was  generally  recognised  that  moving  process- 
ing from  the  client's  site  to  that  of  the  vendor  provided  a  more  profitable 
contract.  For  this  reason  contracts  that  were  signed  in  order  to  enable 
technological  change,  rather  than  just  cost  reduction,  were  generally  more 
profitable. 

The  time  necessary  to  make  a  major  contract  profitable  would  appear  to 
be  different  for  every  contract,  and  depends  upon  the  negotiation.  Some 
vendors  quoted  2-3  years  based  upon  a  5%-10%  return;  others  suggest  a 
first  year  without  profit  and  an  average  level  of  profit  by  the  third  year. 

Two  variations  from  the  typical  response  were  that  one  vendor  would 
never  sign  the  contract  unless  it  was  profitable  from  the  first  day,  and  that 
another  stated  profitability  was  not  the  issue.  In  the  latter  case,  the  vendor 
signs  systems  management  deals  purely  as  a  device  to  control  the  human 
resources  and  to  control  the  sale  of  professional  services  back  to  the 
client. 

Although  some  vendors  felt  that  it  was  important  to  develop  a  critical 
mass  of  processing  in  order  to  be  profitable,  the  majority  felt  that  critical 
mass  was  more  important  as  a  credibility  issue  rather  than  a  profitability 
issue.  Most  vendors  felt  that  it  was  not  difficult  to  improve  the  efficiency 
of  whatever  aspect  of  systems  management  was  taken  over. 


Technology  Factors      The  location  of  the  facility  was  one  issue  on  which  it  was  generally 

agreed  that  clients  and  prospects  were  sensitive.  This  sensitivity  makes 
the  development  of  major  networking  skills  and  facilities  a  very  impor- 
tant feature.  In  order  to  consolidate  processing,  effective  use  of  network- 
ing is  very  important,  because  processing  provides  high  potential  profit- 
ability. 

The  decentralisation  of  information  systems  processing  and  the  reduction 
of  price/performance  ratios  are  potential  threats  to  existing  traditional 
computer  operations,  but  at  the  same  time  provide  an  opportunity.  Distri- 
bution of  processing  and  data  provides  a  significant  management  chal- 
lenge, not  just  in  terms  of  systems  development,  but  also  for  systems 
management.  Provision  of  this  capability  can  turn  the  threat  of  losing  a 
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potential  traditional  data  centre  computer  operations  contract  into  a 
complete  service  of  planning,  design,  computer  management,  and  main- 
tenance— thus  helping  the  client  move  from  the  old  environment  to  a 
new  one. 


An  extreme  scenario  of  cheap  workstations  running  software  products  is 
not  a  credible  threat.  There  will  always  be  a  need  for  data  exchange  and 
control  of  data.  Software  and  people  have  become  more  expensive  as  the 
equipment  has  become  cheaper,  and  solutions  are  becoming  more  and 
more  complex,  which  means  that  there  is  always  a  potential  to  manage 
part  of  the  client's  business. 

Because  the  impact  of  UNIX,  fourth-generation  languages  and  CASE 
tools  is  still  unclear,  no  other  major  technological  issues  have  been 
identified.  The  key  technological  issue  that  has  been  identified  above  is 
the  decline  of  profitable  processing  and  the  need  to  identify  value-added 
services  in  compensation. 


Vendor  Challenges        A  summary  of  the  most  important  challenges  to  vendors  is  shown  in 

Exhibit  IV-2.  None  predominates.  The  increased  competition  and  market 
share  are  self-evident,  as  are  most  of  the  other  points  that  have  been 
touched  on  elsewhere  in  this  report.  However,  it  is  possible  to  identify 
one  common  theme. 


EXHIBIT  IV-2 


Most  Important  Vendor  Challenges 

•  Market  share  j 

•  Increased  competition 

•  High  level  of  investment 

•  Networking  technology 

•  Keeping  staff 

•  Developing  competent  salespeople  j 

•  Management  challenge 
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For  many  vendors,  systems  management  services  are  an  extension  to  or 
development  of  existing  services,  and  provide  only  a  small  to  medium- 
sized  proportion  of  their  business.  The  motivations  for  being  in  the 
business  are  sometimes  defensive,  sometimes  strategic,  and  sometimes 
opportunistic,  but  all  vendors  have  discovered  that  the  business  is  com- 
plex, expensive  and  long-term. 

The  time  required  to  win  and  then  negotiate  a  contract  is  lengthy  and 
expensive,  and  there  is  a  considerable  learning  process  necessary  to  make 
the  contracts  profitable.  The  relationship  with  the  client  is  a  long-term 
relationship,  and  the  client's  needs  and  priorities  change  during  that  time. 
The  implications  are  that  there  is  a  significant  management  challenge  in 
order  to  be  able  to  win  the  business,  to  run  it  effectively,  to  understand 
the  direction  in  which  the  client  is  developing,  and  to  run  the  business 
profitably.  The  project  management,  functional  management  and  account 
management  skills  that  are  necessary  should  not  be  underestimated. 


Andersen  Consulting    It  is  believed  that  in  such  a  new  but  uncertain  market  situation,  it  is 
Approach  extremely  important  for  Andersen  Consulting  to  demonstrate  its  differen- 

tiation from  competitors,  and  to  have  a  clear  approach  to  the  systems 
management  services  market. 

A  full  frontal  attack  on  the  market  against  existing  competitors  with 
developed  data  centre  capacity  would  be  extremely  expensive,  and  yet  at 
the  same  time  it  is  believed  that  a  purely  opportunistic  client-by-client 
approach  would  not  be  sufficient  to  meet  the  challenges  (threats  and 
opportunities)  that  the  market  presents. 

The  significant  advantages  that  Andersen  Consulting  can  bring  to  this 
market  in  order  to  gain  a  significant  market  share  are  considerable,  and 
are  summarised  in  Exhibit  IV-3. 

The  most  important  advantages  are  believed  to  be  industry  skills  and 
international  capability  because  very  few  of  Andersen  Consulting' s 
competitors  can  provide  these  skills  in  such  a  comprehensive  way — with 
the  possible  exception  of  EDS. 

In  order  to  shape  the  market,  Andersen  must  present  systems  manage- 
ment as  an  implementation  of  IT  strategy  because  then  it  will  tend  to 
relate  better  to  the  more  profitable  types  of  contract,  and  because 
Andersen  Consulting  has  very  high  credibility  as  an  IT  strategist.  The 
service  offering  then  becomes  driven  by  business  and  client  problems, 
rather  than  by  technology  or  operations.  In  this  way  Andersen  Consulting 
can  offer  the  part  of  the  systems  management  portfolio  that  is  most 
attractive  to  the  immediate  needs  of  the  client  and  to  increase  business 
internally  through  effective  account  management. 
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Andersen  Consulting  Strengths 

•  Industry  skills 

•  Project  management  skills 

•  International  capability 

•  Driven  by  business  strategy 

•  IT  credibility 

•  Account  management 

The  implications  are  that  a  significant  amount  of  effort  and  co-ordination 
will  be  necessary  in  order  to  develop  the  marketing  and  production 
resources  that  are  consistent  with  the  different  parts  of  the  existing 
business  and  the  needs  of  the  individual  country  markets. 

Areas  of  possible  weakness  are  believed  to  be  line  management  and 
operations  skills,  which  are  quite  different  to  skills  required  for  project 
management  and  developing  new  systems.  Another  potential  problem  is 
that  in  many  existing  contracts,  the  Andersen  Consulting  client  tends  to 
be  the  IS  manager.  In  many  systems  management  contracts,  the  sales 
effort  has  to  be  at  board  level,  and  the  IS  manager  tends  to  be  against 
such  proposals  rather  than  in  favour. 
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Vendor  Perspectives 


This  section  consists  of  documentation  from  detailed  interviews  with 
vendors  and  indicates  their  views  on  key  issues.  A  copy  of  the  question- 
naire that  was  used  as  a  guideline  is  enclosed  in  the  Appendix. 


Hoskyns  •  Hoskyns  defines  its  Hoskyns  FM  service  as  service-based  rather  than 

fee-based,  and  strategically  medium-  to  long-term.  There  are  two  types 
of  FM — management  of  change  that  is  a  two  to  five-year  contract,  and 
getting  rid  of  IT. 

•  Hoskyns  is  experiencing  a  strong  pull  for  facilities  management,  but  at 
the  same  time  it  is  becoming  much  more  competitive.  Plessey  is  dimin- 
ishing and  Hoskyns  is  having  to  renegotiate  at  plant  level.  Hoskyns  is 
picking  up  business  with  Siemens,  but  is  having  major  difficulties  with 
GEC. 

•  Hoskyns  believes  that  problems  with  DP  staff  are  becoming  more 
important  as  a  reason  for  clients  to  seek  these  contracts,  especially  for 
key  skills. 

•  Location  of  the  data  centre  is  a  major  emotional  problem;  Hoskyns 
pulled  out  of  the  Berkshire  C.C.  bidding  because  of  insistance  that  the 
location  be  close  to  Reading.  Hoskyns  has  demonstrated,  with  one 
contract  in  the  Northwest,  that  the  location  should  not  be  a  problem,  by 
putting  in  an  operations  control  centre  remote  from  the  computers. 

•  Facilities  management  is  not  really  an  IT  sale,  so  stability  of  the  sup- 
plier is  key.  Showing  industry  knowledge  is  becoming  more  important 
in  order  to  achieve  strategic  involvement  with  the  client.  There  is  a 
trend  away  from  FM  being  a  horizontal  sale  to  becoming  a  vertical  sale. 
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•  Hoskyns  has  been  criticised  by  some  clients  for  not  leading  them 
sufficiently,  which  emphasises  the  importance  of  high-quality  account 
management. 

•  There  is  no  answer  to  the  profitability  issue.  Some  contracts  are  cost 
plus  a  management  fee,  so  they  are  immediately  profitable,  but  typi- 
cally contracts  that  are  run  on  a  client's  site  are  less  profitable  than  the 
ones  run  on  Hoskyns'  own  sites.  Cross-roads  contracts  are  very  good 
because  there  is  a  very  strong  argument  for  transferring  the  site  of  the 
processing. 

•  In  Birmingham  Hoskyns  has  just  added  portable  units  as  the  size  of  the 
site  has  increased.  Floor  space  is  a  big  problem  with  big  machines. 

•  It  is  difficult  to  be  clear  about  the  technical  issues  because  they  are 
very  much  in  a  state  of  flux.  In  some  deals — e.g.,  Plessey — the  main- 
frame had  already  gone,  but  in  others  (such  as  BREL),  there  were 
many  multivendor  mainframes. 

•  Professional  services  co-operate  with  facilities  management;  in  English 
China  Clays,  strategic  studies  led  to  facilities  management;  but  the 
systems  integration  group  is  a  problem  because  it  sees  facilities  man- 
agement as  competition.  Prudential  could  not  sell  facilities  manage- 
ment, so  it  turned  FM  into  an  SI  contract — anything  to  create  an  IT 
partnership. 

•  Hoskyns  does  have  facilities  management  deals  without  a  machine,  but 
software  maintenance  is  not  a  driving  force.  Hoskyns  is  trying  to  get 
away  from  fees  and  onto  service  rates. 

•  Hoskyns  had  a  strong  response  to  its  advertising  campaign  from  the 
public  sector. 

•  Hoskyns  is  trying  to  move  away  from  software  products  to  systems 
integration. 

•  Hoskyns'  major  challenges  are  to  monitor  growth  and  try  to  maintain 
market  share.  The  company  believes  the  market  is  growing  annually  at 
percentages  in  the  mid  to  high  twenties.  It  is  difficult  to  define  what 
facilities  management  is;  FM  is  growing  all  the  time. 

•  Hoskyns'  view  of  its  competitors  is  that  EDS  is  always  difficult  in 
large  contracts  between  £5  million  and  £10  million,  although  Hoskyns 
thinks  that  EDS  is  often  "buying  the  business."  For  the  typical  £3 
million  contract,  the  competitors  are  usually  Andersen  Consulting, 
SEMA,  and  SD-Scicon.  Hoskyns  believes  that  a  great  deal  of 
Datasolve's  claimed  facilities  management  revenues  are  really 
processing. 
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•  Hoskyns  believes  that  its  serious  competitors  are  Andersen  Consulting, 
Data  Networks  (SEMA)  and  sometimes  SD-Scicon.  In  the  Midlands, 
add  ITNet  and  Istel. 

•  Hoskyns  had  major  problems  in  Holland.  The  company  had  two  5-year 
contracts  on  which  to  build,  but  had  enormous  problems  with  the  kind 
of  commitments  it  was  expected  to  make.  Hoskyns  believes  that  RAET 
is  meeting  a  great  deal  of  resistance  also.  Hoskyns  finished  the  contract 
for  BP  and  sold  the  other  contract  to  a  small  company. 

•  Hoskyns  believes  that  there  is  very  little  facilities  management  in 
Germany  and  a  great  deal  of  resistance.  Some  vendors  claim  facilities 
management  revenues,  but  such  revenues  are  really  processing  (like 
Datasolve's  claims  in  the  U.K.).  German  businessmen  want  to  keep 
control,  especially  in  finance  companies,  although  Hoskyns  has  identi- 
fied more  activity  in  Frankfurt  than  elsewhere.  Hoskyns  conducted  a 
survey:  50%  said  that  facilities  management  would  never  happen  in 
Germany,  and  50%  said  that  FM  was  just  a  question  of  time. 


SD-Scicon  1.  Scicon  Networks 

•  SD-Scicon 's  definition  of  facilities  management  is  taking  over  all  or 
some  of  a  DP  facility  for  a  time  at  some  tariff  under  a  contract  that  has 
penalties  with  teeth  for  nonperformance. 

•  SD-Scicon  has  sold  very  strongly  and  finds  it  a  very  hard  sale.  The 
difficulty  is  the  inherent  threat  to  DP's  existence.  The  market  is  not  yet 
mature.  SD-Scicon  believes  that,  according  to  a  survey,  87%  of  CEOs 
are  dissatisfied  with  their  DP,  so  facilities  management  must  be  busi- 
ness focussed. 

•  "If  you  let  Hoskyns  in  and  let  yourself  be  taken  over  lock,  stock,  and 
barrel,  you  are  off  your  rocker.  The  vendor  should  just  do  the  nasty  bits, 
the  client  takes  control.  DP  is  a  utility  like  electricity." 

•  "There  are  certain  limitations  to  location  of  facilities — definitely  not 
across  country  boundaries." 

•  "Service  and  cost  are  important  client  selection  criteria,  but  credibility 
is  becoming  more  important — like  industry  experience,  for  example." 

•  "There  is  a  question  of  trust  and  working  together,  but  not  a  partner- 
ship. In  a  partnership  one  partner  gets  screwed,  but  in  their  case,  the 
client  retains  control,  and  they  meet  the  client's  needs." 
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•  "It  is  impossible  to  tell  how  long  it  takes  to  make  a  contract  profitable. 
You  have  to  start  at  the  bottom  and  work  up  to  the  business  manage- 
ment. Systems  integration  may  also  be  an  opportunity." 

•  "A  mass  of  processing  power  is  not  really  so  important  as  having  a 
business  mass.  To  be  viable,  the  customers  may  go,  but  one  must 
maintain  size  to  stay  in  the  market." 

•  "As  far  as  any  technical  issues  are  concerned,  the  clients  may  want  to 
decentralise  access,  but  clients  still  want  to  control  the  data.  The  jury  is 
out  on  UNIX.  It  is  difficult  to  see  the  opportunity  in  networks,  because 
it  is  difficult  to  add  value.  The  increasing  complexity  of  operations  is 
just  grist  to  the  mill." 

•  Processing  is  support  rather  than  strategic.  SD-Scicon  uses  IEF  for 
application  support  maintenance. 

•  "The  major  challenge  is  to  go  for  growth  when  the  market  shakes  out 
in  3-5  years." 

•  DPMs  are  too  technical;  there  is  a  major  challenge  to  make  DPMs 
business-oriented. 

2.  GFI 

•  Facilities  management  is  an  operation  driven  by  a  specialist  DP  com- 
pany. Facilities  management  is  the  management  and  optimisation  of 
part  or  all  the  DP  environment,  not  just  equipment,  but  also  staff, 
maintenance,  development  and  buildings.  FM  can  be  the  whole  activity 
or  just  a  selected  part. 

•  GFI  does  not  like  the  "lock,  stock  and  barrel"  approach  that  is  preva- 
lent in  England;  it  is  not  a  French  way  of  doing  business.  GFI  has  to 
create  what  the  client  needs;  there  are  signs  of  recognition  of  this 
requirement  now  in  the  U.K.  too. 

•  The  market  has  matured  in  France  since  1986/87.  There  are  3-5  compa- 
nies demonstrating  solutions  to  certain  kinds  of  problems.  There  is  not 
strong  demand,  but  acceptability  if  carefully  explained  in  the  right 
situation. 

•  The  major  opportunity  for  facilities  management  is  when  the  structure 
of  a  company  or  market  is  moving  very  rapidly,  or  there  is  a  manage- 
ment reorganisation  or  change  of  technology.  It  is  easier  to  move  the 
company  than  the  DP  department.  Facilities  management  helps  to 
accelerate  the  movement  so  that  it  is  faster,  better,  and  cheaper. 


YEASM 


SYSTEMS  MANAGEMENT  SERVICES-WESTERN  EUROPE,  1990 


INPUT 


•  The  whole  market  is  growing  at  about  15-20%  per  annum.  GFI  obtains 
35%  of  its  revenues  from  finance  and  insurance  companies  and  has  no 
problems. 

•  The  importance  of  the  agreement  is  to  define  services  and  migration,  to 
ensure  control  and  auditability  from  the  client,  and  to  define  the  "re- 
versing-out"  procedure. 

•  50%  of  clients  share  processing  centres. 

•  The  major  opportunities  are  perhaps  for  multinationals,  especially  when 
tactical  DP  costs  2.5%  of  turnover  and  it  should  be  1.5%. 

•  When  choosing  a  supplier,  cost  is  important,  but  above  all  a  common 
view/cultural  approach  is  important.  GFI  specialises  in  this  approach. 

•  GFI  may  get  an  initial  agreement  with  the  client  within  3  months,  at  the 
highest  level,  and  the  selection  of  the  facilities  management  manager  is 
fast,  but  contract  negotiation  can  take  3-4  months  to  1  year. 

•  "The  first  year  the  client  does  not  want  to  pay  anything,  so  profit  after 
one  year  is  normal.  By  the  third  year  we  reach  the  average  level  of 
profitability,  but  we  get  better  and  better.  We  get  better  at  managing  the 
users,  and  the  clients  become  progressively  more  satisfied  with  GFI 
too.  We  acquire  a  better  understanding  of  and  involvement  in  the 
expectations  and  future  of  the  client.  Normally  after  3  years  we  obtain 
deeper  involvement." 

•  "As  far  as  technical  issues  are  concerned,  networking  is  very  important 
because  of  the  independence  of  location  that  it  provides.  We  use  re- 
verse engineering  on  the  software,  but  this  is  not  so  important.  The 
major  changes  in  technology  are  very  important." 

•  "Our  number-one  challenge  is  to  lead  the  market.  We  need  to  be  more 
efficient  and  more  profitable,  and  therefore  need  one  more  data  cen- 
tre— which  is  a  very  high  investment  in  money  and  technology,  a  1-10- 
year  investment." 

•  "The  key  to  success  is  to  understand  and  change  with  the  client,  and 
maybe  to  fight  the  specialist  companies." 

•  "There  is  also  a  human  problem.  We  need  very  clever  specialised  staff, 
who  are  difficult  to  recruit,  and  above  all  we  need  professionals  who 
can  manage  their  clients.  We  have  had  opportunity  to  recruit,  but  it  has 
been  difficult  to  manage." 
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•  GFI  has  two  companies  offering  facilities  management,  GFI  and  GFI- 
TB.  GFI  has  revenues  of  220  million  FF  per  annum,  and  GFI-TB  has 
annual  revenues  of  10  million  FF.  GFI  as  a  whole  is  number  3  in  the 
French  market  and  is  starting  up  in  Germany. 

•  GFI  believes  that  the  real  revenues  of  the  top  three  are  between  200 
and  300  million  FF,  and  that  nobody  else  is  earning  more  than  100 
million  FF,  although  there  are  a  lot  of  new  companies  entering  the 
market. 


Datasolve  •  Datasolve  has  two  pure  facilities  management  sites  with  transitional 

contracts  of  1-2  years,  or  (at  most)  around  3  years.  Not  all  contracts 
involve  staff,  and  some  are  really  processing  services,  but  they  have 
taken  over  a  really  significant  part  of  the  client's  DP  needs. 

•  Datasolve  likes  to  offer  a  partnership  with  the  client  and,  in  the  case  of 
local  authorities,  Datasolve  has  had  to  offer  open  accounting  and  share 
higher-than-expected  profits. 

•  Datasolve  will  run  on  a  client's  site,  but  prefers  to  collapse  into  one  of 
its  own,  since  it  is  more  profitable  if  the  contract  runs  on  one  of 
Datasolve' s  centres. 

•  Datasolve  has  not  achieved  huge  growth,  but  has  met  its  revenue 
targets.  Local  authorities  are  driving  the  market  at  the  moment,  and  in 
general  there  is  an  increasing  awareness  of  facilities  management  as  an 
option. 

•  Facilities  management  provides  the  hybrid  managers  that  the  client 
cannot  provide. 

•  When  IT  is  held  back,  or  when  a  company  cannot  realise  the  potential 
of  IT,  there  is  a  major  opportunity,  especially  when  the  business  is 
undergoing  major  change. 

•  Facilities  management  is  not  a  solutions  sale;  one  has  to  define  the 
problem  first. 

•  Location  of  the  facility  is  a  problem  with  local  authorities;  although 
operations  may  go  with  the  machine,  they  can  run  a  "fat  pipe".  In 
future,  networking  and  voice  may  be  included,  and  in  some  cases  PCs 
are  included  in  the  facilities  management  deal. 

•  "Datasolve  would  like  the  client  selection  criteria  to  emphasise  value 
over  cost,  but  unfortunately  cost  is  still  very  important.  However,  it  is 
important  to  demonstrate  what  one  can  do  for  a  business  to  create 
opportunities  with  IT  skills,  provide  a  service,  and  give  them  someone 
to  kick." 
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•  If  a  facilities  management  contract  is  tactical,  then  Datasolve  expects  to 
break  even  in  a  year;  if  it  is  strategic,  it  could  make  a  profit  in  2-3 
years.  Generally  a  5%  profit  is  normal  and  10%  is  highly  unlikely. 

•  Critical  mass  is  a  problem  for  Datasolve.  When  it  considers  going  into 
Europe,  Datasolve  will  have  to  piggy-back  on  a  captive  facilities 
management  deal  with  Thorn  EMI. 

•  "It  is  surprising  how  much  exploitable  power  is  available  in  a  data 
centre,  and  since  one  can  run  "fat  pipes"  around,  facilities  management 
is  anything  you  want  it  to  be.  All  the  staff  can  be  remote,  depending  on 
the  demands  of  the  moment." 

•  "There  are  some  technical  issues  that  are  a  concern:  if  the  mainframe 
goes,  the  high-value  MIP  goes  too.  The  decline  of  the  mainframe  is  a 
potential  threat,  but  even  if  it  becomes  a  super  file-server,  there  is  still 
an  inherent  opportunity  for  high-quality  service." 

•  "Faster  and  faster  workstations  could  be  a  threat." 

•  "If  software  packages  take  off,  there  could  be  an  ultimate  threat  to  the 
ability  to  add  value." 

•  "If  the  facilities  management  market  takes  off,  it  may  result  in  the  small 
companies'  being  swallowed  by  the  buying  and  selling  of  facilities 
management  portfolios.  We  failed  a  contract  in  Gloucester  because  we 
did  not  have  sufficient  'facilities  management  pedigree',  so  size  of 
portfolio  is  a  major  issue." 

•  "As  far  as  systems  management  services  are  concerned,  processing  has 
a  good  margin  because  it  exploits  excess  capacity,  but  it  is  a  support 
service  rather  than  a  strategic  one.  Networking  has  to  be  there  and  will 
change  the  whole  culture  of  the  business.  Disaster  recovery  is  a  profit 
opportunity,  and  software  maintenance  is  good  transitional  manage- 
ment by  removing  some  of  the  pain." 

•  Datasolve  is  using  Software  Sciences'  expertise  to  enhance  Datasolve's 
Stratus  and  Tandem  capabilities. 

•  "Datasolve's  major  challenge  is  how  to  plan  for  a  revolution,  since  that 
is  what  facilities  management  might  turn  out  to  be.  We  are  facing  a 
rush  of  new  people  into  the  market,  and  local  government  is  a  cost 
saver,  not  a  value-for-money  contract,  so  there  are  major  profitability 
problems  in  this  market  sector." 
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GSI  1.  GSI 

•  GSFs  definition  of  facilities  management  is  to  manage  information 
systems,  which  is  the  operation  and  development  of  systems.  GSI  is  not 
particularly  interested  in  software  maintenance. 

•  GSI  no  longer  has  to  sell  the  concept  of  facilities  management;  GSI  has 
to  sell  itself.  GSI  is  experiencing  a  growing  demand,  and  more  fre- 
quently spontaneous  calls  from  potential  clients.  GSI  doesn't  talk  as  if 
it  were  a  sale,  but  instead  develops  a  common  scenario/partnership. 

•  There  are  four  reasons  why  clients  look  for  facilities  management 
contracts.  First,  the  complexity  of  the  technology  is  becoming  greater 
with  the  increasing  importance  of  networking.  Second,  the  staff  short- 
age is  a  serious  problem,  particularly  the  shortage  of  good  DP  manage- 
ment. Third,  the  evolution  of  IS  departments  has  not  kept  track  with  the 
need  for  change.  Fourth,  the  costs  are  a  concern  but  especially  cost 
control  and  risk  reduction. 

•  The  HR  management  issue  is  GSFs  key  positioning  and  differentiation 
factor.  "GSI  takes  the  'aliens'  away  from  the  company,  and  provides 
high-quality  human  resources  management." 

•  It  is  still  important  for  the  client  to  have  the  facility  located  close  to  the 
client's  site,  although  it  is  profitable  either  way. 

•  The  key  client  selection  criteria  are  quality  and  reliability,  then  service, 
and  then  industry  experience.  GSI  develops  a  very  special  relationship 
with  the  client  and  sees  service  as  the  capacity  to  follow  the  client  and 
anticipate  all  human  resource  requirements. 

•  It  takes  a  minimum  of  three  years  before  a  contract  is  profitable,  but 
GSI  has  a  big  emphasis  on  people.  Profitability  is  not  a  question  of 
critical  mass;  it  is  being  able  to  provide  the  professional  services  that 
the  client  needs  as  requirements  evolve. 

•  The  decentralisation  of  the  data  centre  appears  to  be  a  threat  as  far  as  it 
is  a  real  trend,  but  it  is  a  complex  problem  that  therefore  provides  an 
opportunity.  It  is  a  threat  to  the  way  GSI  does  facilities  management 
today,  but  facilities  management  will  change. 

•  The  equipment  price/performance  issue,  and  other  related  technical 
issues,  do  not  really  affect  GSI  because  it  is  concentrating  on  the 
people  problem.  However,  there  are  two  factors  that  are  very  impor- 
tant: the  first  is  that  the  changes  within  the  client  are  very  important 
and  are  extremely  complex  to  manage,  and  the  second  is  that  the  rate  of 
technological  change  is  accelerating. 
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•  Processing,  disaster  recovery  services  and  software  maintenance  are 
support  services;  the  real  strategic  services  are  professional  services, 
network  services  and  network  management. 

•  GSI's  facilities  management  is  full  service,  and  GSI  also  relates  it  with 
systems  integration.  GSI  starts  with  facilities  management,  and  then 
uses  its  leverage  to  win  and  manage  systems  integration.  By  providing 
strategic  professional  services,  GSI  reduces  the  risk  of  a  competitor's 
coming  in. 

•  GSI's  major  challenges  are  to  develop  its  networking  skills  and  to  meet 
the  changing  perceptions  of  facilities  management  in  France.  The 
perception  has  been  maturing  and  becoming  less  negative  for  the  past 
one-and-a-half  years. 

•  GSI  generates  facilities  management  revenues  of  378  million  FF  annu- 
ally and  is  experiencing  15%  growth.  Banking  and  insurance  are  GSI's 
traditional  markets,  accounting  for  30%.  GSI  believes  that  manufactur- 
ing is  the  most  promising  industry  market. 

2.  GSI  Seresco 

•  GSI  Seresco 's  definition  is  that  facilities  management  is  a  direct  result 
of  the  IT  strategy;  as  well  as  taking  on  equipment  and  facilities,  GSI 
Seresco  takes  on  people  as  well. 

•  The  old  processing  centres  have  been  in  decline,  but  the  idea  of  pro- 
cessing payrolls  and  systems  for  small  companies  or  cooperatives  is 
beginning  to  become  established. 

•  There  have  been  two  famous  attempts  to  sign  major  facilities  manage- 
ment deals.  The  first  was  with  EDS  and  Schweppes,  which  fell  through. 
GSI  tried  to  close  a  deal  with  Font  Vella,  but  the  deal  turned  into  a 
design  for  new  systems  and  some  maintenance.  Otherwise  there  is  not 
much  activity  since  the  only  active  vendors,  apart  from  GSI  Seresco, 
are  EDS  and  Andersen/Coritel,  although  Logic  Control  is  doing  some 
facilities  management  for  small  clients. 

•  The  banks  in  Spain  like  to  keep  their  DP  in-house,  although  they  do 
allow  departmental  solutions  to  go  outside.  The  DPM  tends  to  be 
powerful  and  backed  by  IBM,  but  it  will  probably  change  when  Spain 
fully  wakes  up  to  the  impact  of  1992;  companies  will  be  in  a  hurry  to 
change  and  the  DP  department  will  not  be  fast  enough. 

•  There  is  a  severe  shortage  of  IT  people — estimated  at  41,000 — in 
Spain,  so  that  in  the  long  term,  facilities  management  is  inevitable.  GSI 
Seresco  is  going  to  get  help  from  France  and  the  U.S.  so  that  the  com- 
pany can  gear  up  and  be  ready. 
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•  GSI  Seresco's  strategic  systems  management  services  are  processing 
and  software  maintenance. 

•  GSI  Seresco's  strategy  will  probably  be  to  use  IEW  and  Accelerator  to 
pick  up  software  maintenance  contracts  with  a  view  to  future  facilities 
management  contracts.  Also,  the  company  sees  big  development 
projects  leading  to  facilities  management.  GSI  Seresco  is  developing  a 
5-year  plan  for  one  of  the  ministries  and,  although  not  specific  in  the 
contract,  this  plan  will  inevitably  lead  to  some  kind  of  management 
contract  since  the  in-house  expertise  just  does  not  exist. 

•  The  boom  in  Spain  is  basically  in  micros,  not  mainframe.  The  key 
opportunities  will  probably  therefore  be  with  foreign  multinationals. 

•  Major  challenges  are  to  improve  client  confidence,  since  there  is  a 
major  software  quality  problem  in  Spain.  Also,  GSI  Seresco  needs  to 
make  more  contact  with  the  market,  with  more  industry  sectors. 


Concept  Iberica  •  Concept  is  one  of  the  top  "prestations  machines"  companies  in  France 

and  has  a  Spanish  subsidiary,  Concept  Iberica. 

•  Concept  does  not  see  much  possibility  for  facilities  management  in 
Spain  compared  to  other  countries,  and  no  outsourcing  tendency.  There 
are,  however,  a  few  niche  markets  such  as  credit  card  processing,  and 
Logic  Control  runs  services  for  small  services  companies  such  as 
accounting  services  (gestorias  y  asesorias). 

•  There  may  be  a  disaster  recovery  services  market  in  Spain;  Granada 
has  launched  such  services  in  Spain. 

•  Concept  does  not  want  to  emphasise  the  need  for  management  of 
networks  because  it  is  trying  to  market  networks  as  simple,  and  does 
not  want  to  put  the  customer  off.  Concept  sees  a  future  for  departmen- 
tal networks,  but  many  of  the  complex  systems  are  done  in-house. 

•  Concept's  key  challenges  are  to  reach  the  top  10  in  Spain  and  to  import 
French  services  to  the  Spanish  market. 

•  There  is  a  severe  staffing  problem  in  Spain.  The  employees  are  low 
quality,  there  are  not  enough  of  them,  they  move  around  a  great  deal, 
and  they  earn  more  money  than  in  Italy  or  the  U.K. 
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SEMA  1.  Data  Networks 

•  SEMA's  definition  of  facilities  management  is  contracting  for  software 
and  services  based  upon  the  end  results. 

•  SEMA  is  are  experiencing  a  strong  user  pull  for  facilities  management 
services,  but  the  company  also  has  to  sell  very  strongly  as  well.  The 
demand  is  potentially  in  all  industry  sectors,  not  just  in  local  govern- 
ment. 

•  "The  clients  may  have  any  reason  for  choosing  a  facilities  manage- 
ment-type solution.  The  problem  is  to  have  a  sales  force  that  is  suffi- 
ciently professional  to  identify  the  opportunity." 

•  Location  of  the  facility  is  irrelevant. 

•  The  major  selection  criterion  for  the  client  is  to  have  confidence  in  the 
supplier;  cost  is  second. 

•  All  facilities  management  contracts  are  profitable  from  the  outset; 
otherwise  SEMA  would  not  sign. 

•  Facilities  management  is  easy  to  do — it  is  just  a  question  of  having  the 
right  people. 

•  As  far  as  technical  issues  are  concerned,  networking  is  obviously 
important.  The  hardware  price/performance  issue  has  been  going  on  for 
30  years  and,  rather  than  being  a  threat,  is  the  opposite.  Hardware  price/ 
performance  has  accelerated  facilities  management  because  the  issue  is 
not  the  cost  of  resources,  but  providing  solutions. 

•  The  most  successful  facilities  management  contracts  are  those  where 
the  client  is  making  a  major  change  in  its  technology  strategy;  these  are 
the  easiest  contracts  to  run. 

•  SEMA  does  not  believe  that  Hoskyns  has  as  much  as  50%  of  the  U.K. 
market,  and  SEMA  believes  that  there  is  no  market  in  France. 

•  As  far  as  systems  management  services  are  concerned,  SEMA  consid- 
ers network  services  and  network  management  to  be  strategic,  whereas 
processing  is  just  a  support  activity. 

•  SEMA  has  a  separate  subsidiary  concerned  with  software  maintenance. 

•  The  key  is  good  selling,  more  than  anything  else. 
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2.  Axone 

•  Part  of  the  SEMA  organisation,  Axone  is  a  joint  venture  between 
SEMA,  IBM  and  Credit  Agricole. 

•  Axone  has  severe  difficulties  and  is  giving  the  impression  that  there  is 
no  facilities  management  market  in  France  (see  comments  under 
SEMA).  As  a  result  of  this  information,  INPUT  Europe  has  double- 
checked  its  information  with  INPUT'S  French  office.  As  well  as  con- 
firming the  state  of  the  French  market,  INPUT  Paris  commented  that 
Axone 's  problems  are  well  known,  and  that  there  are  likely  to  be 
changes  shortly. 

•  Axone 's  major  challenge  is  to  develop  competent  salespeople.  Axone 
requires  different  kinds  of  skills — IT  skills,  not  just  a  pricebook.  Axone 
also  wishes  to  develop  management  skills  and  its  auxiliary  capabilities 
to  automate  operations  and  to  run  computers  better.  Axone  also  wants 
to  improve  the  co-ordination  between  systems  and  operations,  and  to 
remove  the  class  systems  that  exist  between  them. 

•  Hardware  is  just  a  commodity,  and  the  concept  of  solutions  is  played 
out.  What  the  client  wants  is  results. 

•  A  good  facilities  management  contract  is  the  result  of  a  competent 
salesman;  obtaining  high-quality  salespeople  is  paramount.  Sales 
personnel  have  to  have  business  skills  and  IT  skills.  Axone  is  scrapping 
the  idea  of  training  sales  staff,  and  is  trying  to  train  people  with  IT  and 
business  skills  to  work  in  sales. 


Volmac  •  Volmac's  definition  of  facilities  management  is  to  take  over  all  or  part 

of  the  processing.  Volmac  does  not  care  where  the  facility  is;  the  key  is 
to  have  responsibility.  Facilities  management  contracts  can  be 
structural  or  one-off. 

•  It  is  difficult  to  tell  what  the  user  demand  may  be,  because  Volmac  is 
new  in  the  facilities  management  business  as  a  result  of  a  takeover  of  a 
government  centre  in  Heerlen.  There  is  a  definite  demand,  and  Volmac 
has  exceeded  its  forecasts,  but  it  is  too  early  to  say. 

•  Volmac  does  not  understand  the  Hoskyns  attitude  to  Holland;  Volmac 
has  no  problems  negotiating  with  and  taking  on  the  people  associated 
with  a  facilities  management  contract. 
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•  The  demand  for  facilities  management  is  very  simple  to  explain,  and  is 
part  of  the  core  business  issue,  especially  for  bureaucratic  companies. 
The  IS  department  forgets  its  original  mission,  which  is  to  support  the 
business  process,  and  become  empire  builders;  the  board  gets  fed  up 
and  contacts  a  third  party.  The  first  key  is  to  sell  to  the  board,  not  the 
DP  manager. 

•  There  is  a  shortage  of  IBM  skills  and  SAA  and  software  changes  are 
making  the  situation  worse  and  more  difficult  to  keep  up  with  develop- 
ments. 

•  Volmac  can  make  greater  economies  of  scale  than  the  client,  but 
Volmac  is  definitely  not  in  the  market  to  win  on  price;  it  is  looking  for 
competitive  edge.  Volmac  gives  the  client  the  tools  the  client  needs  to 
manage  them,  which  is  a  different  way  of  looking  at  data  processing 
and  something  that  the  client  has  never  had  before. 

•  In  addition  to  the  Dutch  market,  Volmac  operates  in  Belgium  and 
Germany.  Germany  is  a  more  difficult  market  than  Holland;  the  com- 
pany has  a  major  problem  in  Germany  with  the  not-invented-here 
attitude,  but  Volmac  is  obtaining  U.S.  clients  who  are  opening  in 
Germany. 

•  Volmac  operates  in  the  Dutch  part  of  the  Belgian  market,  where  the 
company  has  found  that  skills  are  at  least  equal  to  the  Dutch,  and  that 
schooling  is  superior.  Volmac  is  finding  Belgians  to  be  good  employ- 
ees. 

•  As  far  as  client  selection  of  the  vendor  is  concerned,  it  is  important  to 
remember  that  there  is  no  standard  solution;  the  solution  is  specific  to 
the  client.  Volmac  gives  the  client  the  management  tools  to  enable  the 
client  to  control  the  new  service,  and  will  not  agree  to  sign  a  contract 
unless  the  method  of  control  is  agreed  with  the  client. 

•  Volmac  does  not  sign  a  facilities  management  contract  unless  it  is 
profitable  from  day  1.  Volmac  is  expensive,  but  it  believes  it  provides 
better  value  for  the  money. 

•  The  critical  processing  mass  is  100  MIPS,  which  Volmac  reached  on 
the  first  of  June  after  starting  its  facilities  management  business  in 
January  1990. 

•  There  are  no  technological  threats  to  facilities  management  The 
opportunities  are  there  wherever  the  processing  might  be — in  a  data 
centre,  distributed,  or  in  a  network.  De-centralisation  adds  to  the 
workload.  Obviously  networks  are  key. 
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•  UNIX  is  not  really  an  issue  since  Volmac  is  aiming  at  the  top  250 
companies,  for  whom  SAA  is  in  reality  more  open  than  UNIX. 

•  Volmac  has  three  strategic  lines — custom  software,  software  products 
and  facilities  management.  Volmac  has  3,500  employees  and  a  turn- 
over of  560  million  DF1.  Volmac  wants  to  become  a  one-stop  shop. 

•  Major  challenges  are  to  demystify  EDP,  and  to  take  the  hocus-pocus 
out  of  EDP  by  providing  management  tools,  to  keep  abreast  of  techno- 
logical developments  and  incorporate  them  into  the  facilities  manage- 
ment service,  and  to  be  recognised  as  a  partner  by  the  client. 

•  Although  Volmac  is  organised  horizontally,  the  company  presents 
itself  to  the  client  vertically  by  leveraging  industry  expertise  from  the 
software  development  side. 

•  A  major  concern  is  the  future  profitability  of  the  facilities  management 
subsidiary.  Volmac  has  managed  to  break  even  on  economies  of  scale, 
but  the  company  needs  a  major  investment  into  its  own  ways  of  work- 
ing. Volmac  wants  to  triple  turnover  without  tripling  staff.  The  com- 
pany will  have  to  make  a  major  investment  in  this  area  and  will  need  to 
change  the  attitudes  of  its  employees. 


RAET  •  RAET  is  the  major  facilities  management  vendor  in  the  Netherlands, 

but  the  company  has  been  having  difficulties  with  labour  problems 
similar  to  those  identified  by  Hoskyns.  RAET  has  had  to  avoid  some 
facilities  management  business  because  of  inheriting  social  problems. 

•  RAET  is  working  on  the  development  of  a  new  model  for  its  facilities 
management  services.  RAET  will  be  joining  with  a  major  international 
partner  because  RAET  is  too  small. 

•  RAET  will  be  launching  its  new  service  in  the  second  half  of  1990. 
RAET  is  unable  to  go  into  any  details,  apart  from  the  fact  that  it  will 
have  networks  as  a  major  element  of  the  service. 


Svenska  Data  •  Svenska  Data  always  takes  over  the  mainframe  and  the  staff;  some- 

times the  company  takes  over  development  as  well  as  operations. 

•  Despite  the  belief  that  taking  over  staff  is  difficult  in  Sweden,  Svenska 
Data  does  not  recognise  it  as  a  problem.  Some  staff  that  are  taken  on 
stay,  others  leave,  but  if  one  can  prove  that  there  is  a  reason  for  their 
departure,  such  as  a  change  from  mainframe  to  UNDC,  there  is  basi- 
cally no  problem  in  shedding  staff. 
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•  Svenska  Data  has  to  be  very  active  to  sell  facilities  management;  it  is 
hard  to  get  the  customer  to  think  Svenska  Data's  way,  but  the  situation 
is  changing.  IBM  mainframes  and  software  are  very  expensive,  and 
companies  are  beginning  to  understand  the  benefits  of  sharing  costs. 

•  The  major  consideration  is  that  the  client  can  save  a  great  deal  on  costs, 
but  it  is  easier  to  stay  up-to-date  technologically,  and  it  is  a  problem  to 
get  good  people. 

•  The  processing  co-operatives  are  starting  to  break  up  and  many  compa- 
nies are  facing  major  changes,  so  there  are  some  good  opportunities. 

•  Svenska  Data  is  100%  a  Swedish  operating  company,  but  it  does  have 
subsidiaries  in  Finland — e.g.,  Tietosuor. 

•  The  key  client  selection  criteria  are  cost  and  quality,  although  security 
is  an  important  consideration  also.  The  market  will  change  to  a  vertical 
market,  and  Svenska  Data  is  interested  in  finance  and  banking. 

•  There  is  no  way  to  be  specific  on  how  long  it  takes  to  make  a  facilities 
management  contract  profitable.  Svenska  Data  has  a  centre  in 
Stockholm  with  32  MIPS,  and  another  in  Uppsala  with  28  MIPS,  and 
some  consolidation  could  be  in  order. 

•  The  demise  of  the  mainframe  is  also  an  opportunity  because  of  the  AS/ 
400;  Svenska  Data  is  interested  in  the  concept  of  a  computer  hotel, 
although  networking  is  very  important. 

•  Svenska  Data  is  not  at  all  concerned  about  the  reduction  in  the  price  of 
equipment,  because  the  software  is  more  expensive  and  will  make  up 
for  the  reduced  profit  margins. 

•  Processing  is  Svenska  Data's  strategic  service;  all  other  systems  man- 
agement services  are  support. 

•  Major  challenges  are  to  keep  good  staff,  to  maintain  quality,  to  find 
prospects  and  to  become  more  strategic  and  less  of  a  data  processing 
company. 

•  Svenska  Data  does  not  anticipate  any  major  new  competitors  because 
of  the  enormous  start-up  costs.  IBM  is  already  in  the  market,  and  there 
is  a  possibility  that  EDS  could  enter  the  market  on  the  back  of  General 
Motors,  since  the  latter  now  owns  50%  of  Saab. 
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Programatic  Oy  •  The  market  in  Finland  is  changing,  and  Programatic  Oy  thinks  that  the 

facilities  management  market  is  driven  more  by  demand  than  by  sales. 

•  Clients  are  suffering  from  high  software  costs,  they  cannot  keep  their 
staff,  and  they  are  unable  to  make  the  same  economies  of  scale  if  they 
seek  to  provide  all  their  own  DP  solutions. 

•  Programatic  Oy  is  a  subsidiary  of  Programator,  a  Swedish  company 
that  has  subsidiaries  all  over  Europe. 

•  Client  selection  criteria  are  quality,  industry  experience  and  efficiency. 

•  Up  until  now  the  facilities  management  deals  in  Finland  have  been 
rather  riskless  from  the  supplier's  point  of  view,  so  they  have  been 
profitable. 

•  The  critical  mass  of  processing  power  necessary  is  40-50  MIPS. 

•  "There  will  be  a  major  decentralisation  of  informations  systems  pro- 
cessing in  Finland,  and  facilities  management  is  the  milking  of  the  cow 
right  to  the  end." 

•  Programatic  Oy's  major  strategic  business  is  facilities  management, 
which  the  company  sees  as  the  major  opportunity.  Programatic  Oy 
faces  major  challenges:  increased  continental  and  intercontinental 
competition,  major  changes  to  the  Finnish  market  and  business  prac- 
tises, and  the  fear  of  a  Finnish  "brain  drain"  to  central  Europe. 

•  In  the  case  of  major  changes  in  technology,  the  facilities  management 
contracts  so  far  have  always  been  to  take  care  of  the  old;  there  have 
been  no  contracts  yet  in  Scandinavia  that  involve  taking  care  of  the 
new. 

K  

Finsiel  •  In  Italy,  Finsiel  does  not  supply  processing — only  facilities  manage- 

ment with  the  client's  hardware.  Basically  Finsiel  and  the  client  set  up 
a  joint  venture  to  run  the  data  processing.  Finsiel  does  all  the  selection 
and  purchasing  and  then  presents  the  invoices  to  the  client. 

•  Outsourcing  will  increase  the  use  of  processing  services,  even  with 
hardware  belonging  to  the  company  supplier  of  the  service,  although 
there  is  little  evidence  so  far.  Finsiel  believes  logically  in  the 
outsourcing  message,  but  is  experiencing  problems  with  existing 
clients  who  are  trying  to  get  more  control. 
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•  Sometimes  it  is  a  question  of  underutilisation  of  hardware,  but  the  key 
advantage  is  flexibility,  especially  of  people  and  externalising  heteroge- 
neous activity  compared  to  the  client's  core  business.  Staffing  is  a 
major  problem,  and  the  DP  staff  are  like  aliens  compared  to  the  people 
in  the  rest  of  the  company.  The  DP  staff  has  higher  salaries  and  present 
labour  problems. 

•  The  actual  location  of  the  facility  is  becoming  less  and  less  important 
because  of  the  improvement  in  communications,  but  confidentiality  of 
data  is  a  psychological  issue. 

•  Key  client  criteria,  apart  from  the  cost,  are  the  reliability  of  the  supplier 
and  the  supplier's  ability  to  show  that  it  is  already  experienced,  espe- 
cially for  the  banks,  which  are  worried  about  security.  The  whole 
industry  is  becoming  much  more  industry  market-oriented. 

•  Providing  skills  is  very  important.  Outsourcing  seeks  to  avoid  the 
education  of  systems  specialists. 

•  Technology  tends  to  reduce  costs  and  the  use  of  processing  services, 
and  is  therefore  a  potential  threat.  Portability  will  also  be  very  impor- 
tant in  the  future,  but  the  key  technological  issue  is  the  importance  of 
networks. 

•  Disaster  recovery  services  are  done  by  a  subsidiary  in  Milano  called 
Data  Management,  but  Finsiel  is  principally  in  the  facilities  manage- 
ment business. 

•  Finsiel  will  probably  move  into  network  management  services,  but  the 
company  thinks  that  the  key  systems  management  service  will  be 
application  software  maintenance.  Such  maintenance  addresses  a  large 
part  of  the  business  problem  and  is  potentially  a  huge  market. 

•  Major  challenges  are  the  price/performance  threat,  the  threat  of 
Finsiel' s  users  trying  to  gain  more  control,  and  the  challenge  of  Europe. 

•  Finsiel  is  keen  to  develop  greater  relationships  with  its  clients,  and  in 
Italy  the  company  has  to  strongly  sell  the  idea  of  facilities  management, 
especially  because  clients  are  worried  about  security. 

L  

Alldata  •  Alldata  is  doing  facilities  management  in  Germany  but  isn't  talking 

about  it.  Alldata  has  no  known  competitors  since  its  clients  were  not 
initially  approached  as  facilities  management  prospects. 
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•  Alldata  has  seven  contracts  worth  60  million  DM  that  they  have  gained 
by  developing  a  long  relationship  with  clients.  One  of  Alldata' s  clients 
is  a  British  bank,  and  Alldata  sees  the  smaller  banks  with  special 
problems  as  a  major  opportunity. 

•  The  need  for  facilities  management  arises  out  of  the  complexity  of  the 
applications  and  the  lack  of  staff.  Change  is  the  key  to  facilities  man- 
agement opportunities,  so  Alldata  is  looking  for  new  companies,  or  for 
companies  that  are  new  in  the  German  market.  Alldata  runs  the  equip- 
ment on  its  own  site. 

•  On  average,  it  takes  two  to  three  years  to  make  a  facilities  management 
contract  profitable. 

•  Alldata  operates  two  data  centres  and  believes  that  a  critical  mass  is 
important,  not  just  for  processing,  but  also  for  networks.  The  critical 
mass  is  probably  more  than  2  contracts. 

•  The  decentralisation  of  information  systems  processing  is  a  threat; 
Alldata  is  trying  to  build  its  LAN  and  PC  knowledge.  Networks  are 
obviously  the  most  important  technical  issue;  otherwise  equipment  is 
not  the  issue — good  people  management  creates  good  facilities  man- 
agement. 

•  Processing  is  not  a  strategic  service.  It  is  not  the  complexity  of  opera- 
tions that  is  important,  it  is  the  complexity  of  the  application.  The 
strategic  services  in  systems  management  are  network  services  and 
network  management  services. 

•  Alldata' s  major  challenges  are  that  it  needs  to  get  more  clients  and  that 
it  needs  to  sell  facilities  management  as  facilities  management.  One  of 
the  problems  in  Germany  is  that  the  client  wants  to  own  or  have  a  share 
in  the  company  that  manages  the  facility;  Alldata  itself  is  owned  by  an 
insurance  company. 

•  Another  major  problem  is  that  providing  the  security  for  banks  is  a 
very  expensive  business,  because  banks  are  very  security  conscious. 

M  

Logic  Control  •  This  company  was  mentioned  by  others  as  a  possible  facilities  manage- 

ment vendor  in  Spain,  but  although  Logic  Control  is  one  of  the  largest 
software  and  services  vendors  in  Spain  and  does  have  a  processing 
business,  it  is  more  of  a  software  products  and  turnkey  vendor. 
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EDS  Germany  •  It  has  been  difficult  to  obtain  information  from  EDS  due  to  the  move  of 

headquarters  to  Stockley  Park,  near  Heathrow  Airport,  and  a  tendency 
on  the  part  of  individual  countries  to  refer  to  the  head  office.  However, 
it  has  been  possible  to  ascertain  that  EDS  is  likely  to  be  present  in  all 
countries,  at  least  in  supporting  General  Motors.  EDS  does  not  appear 
to  have  any  external  facilities  management  outside  General  Motors  in 
Spain  or  Italy.  EDS  is  not  yet  operating  in  Sweden,  but  the  recent 
purchase  of  50%  of  Saab  by  General  Motors  may  open  Sweden.  INPUT 
conducted  one  detailed  interview  with  EDS  Germany. 

•  The  company  has  been  operating  for  4  or  5  years  and  obtaining  feed- 
back from  the  market  before  producing  a  definition  for  facilities  man- 
agement: a  long-term  partnership  under  customer  direction  with  EDS 
providing  day-to-day  information  services  and  management. 

•  EDS  Germany  has  to  sell  the  concept  of  FM  very  strongly,  although  in 
the  last  year  selling  has  been  easier.  Many  companies  have  been  work- 
ing on  long-term  strategic  information  services  plans  but  then  complain 
that  EDS  is  introducing  a  new  idea.  EDS  Germany  finds  it  can  take 
three  to  four  years  from  a  first  conversation  to  being  able  to  seriously 
discuss  a  facilities  management  contract. 

•  Facilities  management  is  a  very  emotional  issue  in  Germany.  People 
say  they  do  not  want  to  give  away  their  nervous  system,  and  they  want 
to  feel  that  they  own  it.  Facilities  management  is  seen  as  an  admission 
of  defeat.  In  fact,  some  facilities  management  deals  come  about  because 
the  company  has  made  one  or  two  serious  mistakes  and  wants  to  bury 
them. 

•  The  motivation  for  facilities  management  is  mostly  cost,  although  in  the 
last  two  years  the  skills  crisis  has  created  a  terrible  price  escalation.  The 
incorporation  of  East  Germany  will  not  help,  since  that  country  does 
not  have  the  necessary  skills. 

•  Although  foreign  companies  may  be  an  opportunity  if  they  are  start- 
ups, if  the  Germany  subsidiary  is  already  established,  it  will  have  a 
German  mentality.  Also,  if  companies  are  being  broken  up,  there  may 
not  be  the  necessary  finance. 

•  Once  the  client  signs  a  deal,  the  location  of  the  facility  is  not  at  all 
important.  The  high  rent  rises  in  cities  have  led  most  people  to  locate 
computers  outside  anyway.  There  is  no  real  problem  in  crossing  fron- 
tiers, provided  that — in  the  case  of  banking,  for  example — there  is  no 
risk  of  breaking  the  law. 
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•  The  most  important  selection  criterion  is  clearly  industry  experience. 
The  vendor  has  to  understand  the  applications,  although  often  the 
client's  own  DP  people  do  not.  The  client  also  wants  to  know  that  it  is 
are  dealing  with  a  company  that  is  financially  solid  and  that  will  be  in 
business  in  the  next  century. 

•  EDS  Germany  is  not  very  happy  to  talk  about  the  profitability  issue, 
although  the  company  accepts  mat  the  first  90  days  are  unlikely  to  be 
profitable.  The  profit  comes  from  standardising  a  few  things. 

•  EDS  Germany  would  never  open  the  books  to  a  client;  if  the  client 
thinks  the  contract  is  too  profitable,  the  client  can  always  buy  back  the 
operation  after  three  years. 

•  Critical  mass  is  not  so  much  MIPS,  as  it  is  the  size  of  the  contract.  EDS 
Germany  requires  a  contract  to  be  a  minimum  of  20  million  DM  before 
the  company  would  consider  it;  otherwise  EDS  Germany  will  be 
beaten  on  price  by  a  smaller  company.  If  the  price  is  a  little  low,  EDS 
Germany  would  consider  it  if  the  contract  were  to  be  extended  to  4  or  5 
years. 

•  There  are  no  technical  threats,  apart  from  the  problem  of  the  reduction 
in  equipment  prices.  The  client  knows  that  equipment  is  getting 
cheaper,  so  the  client  expects  cheaper  prices  without  considering  the 
costs  of  the  people.  This  expectation,  along  with  the  potential  inter- 
changeability  of  hardware,  will  make  it  difficult  to  persuade  the  clients 
that  the  service  cannot  be  cheaper  every  year. 

•  EDS  Germany  is  not  so  happy  about  contracts  that  involve  technologi- 
cal change.  If  EDS  Germany  takes  on  an  old,  inefficient  data  centre, 
makes  it  work,  trains  the  people  and  so  on,  it  will  cost  the  company  a 
great  deal  of  money,  and  in  three  years  the  client  can  buy  it  back.  EDS 
Germany  might  end  up  with  low  profit  and  a  loss  of  staff. 

•  EDS  Germany  has  three  strategic  services:  systems  integration,  turn- 
key and  facilities  management.  EDS  Germany  is  also  one  of  the 
biggest  value-added  networks  in  Germany.  The  company's  basic 
philosophy  is  that  any  contract  has  to  be  worth  at  least  20  million  DM, 
or  at  least  have  that  much  potential  behind  the  initial  contract. 

•  Most  of  EDS  Germany's  business  is  in  manufacturing. 

•  IBM  is  very  active  in  Germany  but  is  suffering  from  a  lack  of  track 
record,  and  therefore  a  credibility  problem.  In  2  or  3  years  IBM  will 
have  the  necessary  experience  to  provide  a  credible  facilities  manage- 
ment service. 
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•  Major  challenges  for  EDS  Germany  are  to  overcome  the  mind-set  of 
the  people  and  the  negative  emotional  attitude  to  facilities  management. 
Also,  EDS  Germany  needs  to  face  up  to  more  competition,  and  it  would 
very  much  like  to  win  one  huge  government  contract. 

•  EDS  Germany  used  to  be  a  monopoly  but  now  faces  competition  from 
IBM,  DEC,  and  Daimler-Benz.  EDS  Germany  welcomes  the  competi- 
tion. Being  a  monopoly  is  a  problem  since  you  have  to  sell  the  concept 
of  the  service  as  well  as  your  company 
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Appendix:  Issues 
Questionnaire 


Interviewer  Notes 

We  are  conducting  research  into  the  Facilities  Management  (FM)  area  and  into  services  related  to 
FM  like  Network  Management  Services,  Disaster  Recovery  Services  (DRS)  and  Software  Main- 
tenance Services.  The  umbrella  title  for  these  services  is  SYSTEMS  MANAGEMENT.  We  are 
wanting  to  interview  vendors  in  Western  Europe  who  are  involved  in  these  market  sectors,  or  who  are 
considering  entry  into  these  markets. 

The  position  to  be  targeted  within  each  vendor  for  the  interview  is  the  executive  responsible  for 
planning  or  marketing  or  with  specific  responsibility  for  this  area  of  the  market.  Clearly  a  more  senior 
person  in  the  organisation  is  also  acceptable. 

The  questionnaire  is  in  two  parts,  each  part  to  be  processed  separately.  The  first  part  is  to  gain  an 
overall  profile  of  the  offering  Systems  Management  Services,  and  the  second  part  is  to  gain  a  more 
detailed  insight  into  the  market. 

Before  proceeding  with  the  second  part,  ensure  that  the  interviewee  from  Part  1  was  at  the  right  level 
in  order  to  discuss  the  marketing  issues  in  depth,  and  if  necessary  try  to  gain  contact  at  a  higher  level. 

Introduction 

Good  morning/afternoon;  I  am  ringing  on  behalf  of  INPUT,  an  international  consultancy,  which 
specialises  in  studying  computer  software  and  services  markets.  We  are  currently  conducting  research 
into  a  number  of  services: 

Facilities  Management  Services 
Processing  Services 
Network  Services 
Disaster  Recovery  Services 
Network  Management  Services 
Software  Maintenance  Services 
Professional  Services  in  Operations 
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We  made  contact  with  your  company  recently  in  order  to  gain  a  profile  your  services  offering,  but 
would  now  like  to  ask  you  some  more  questions  about  market  issues  in  a  little  more  detail. 


Facilities  Management  (FM) 

Q.  1.    What  is  your  company's  general  definition  of  facilities  management,  and  is  it  changing? 

(e.g., who  takes  title  to  equipment  /  the  provision  of  systems  development  /  the  provision  of 
software  maintenance  /  different  technologies,  etcetera.) 


Q.2.     Are  you  experiencing  strong  user  demand  for  FM,  or  do  you  have  to  sell  very  strongly? 
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Client  Attitudes  /  Receptivity  to  FM 

Q.3.     What  are  the  contributory  factors  that  cause  the  clients  to  look  for  facilities  management  (e.g., 
maintenance  load,  costs,  staff  shortages,  pace  of  technology,  networking),  and  what  is  then- 
order  of  importance? 


Q.4.     Is  location  of  facility  important  to  the  client  or  prospect?  (e.g.  is  crossing  national  boundaries 
a  problem?) 
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Q.5.     What  do  you  see  as  the  key  client  selection  criteria  when  choosing  a  supplier? 

(Prompts) 

Service? 

Cost? 

Industry  Experience? 

Quality? 

Reliability? 


Commercial  Considerations  of  FM 

Q.6.    How  long  does  it  take  on  average  before  an  individual  facilities  management  contract 
becomes  profitable? 
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Q.7.    What  is  your  opinion  concerning  the  need  for  critical  mass  of  processing  power  or  size  in 
order  to  provide  profitable  facilities  management? 


Technology  Factors  of  FM 

Q.8.     How  are  technical  issues  impacting  the  facilities  management  services  market  in  terms  of 
threats  and  opportunities? 

Issue  Opportunities/Threats 

Decentralization  of  Information 
Systems  Processing 

Open  Systems  and  UNIX 


The  Importance  of  Networks 

Hardware  Price/Performance 

Fourth  Generation  and 
CASE  Tools 

Increasing  Complexity 
of  Operations 

Major  Changes  in  Client 
Technology  Strategies 

Other 
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Other  Systems  Management  Services 

Q.9.     I  should  now  like  to  touch  briefly  on  some  of  your  other  services  that  are  adjacent  to  facilities 
management.  Am  I  correct  in  believing  that  you  provide: 

Facilities  Management 
(Delete  where  not  applicable  prior  to  interview) 

Processing  Services? 
Network  Services? 
Disaster  Recovery  Services? 
Network  Management  Services? 
Software  Maintenance  Services? 
Professional  Services  in  Operations? 

Q.10.  Which  of  these  services  do  you  consider  to  be  strategic  main  businesses,  and  which  do  you 
believe  to  be  supportive,  and  why? 

Service  Type 

Description  Strategic  Support  Reasons 

Facilities  Management 
Services 

Processing  Services 

Network  Services 

Disaster  Recovery 
Services 

Network  Management 
Services 

Application  S/W 
Maintenance  Services 

Other 

Professional  Services 
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Q.  1 1 .  How  will  this  change  in  the  future? 


Overall 

Q.  1 2.  What  are  the  three  most  important  challenges  or  issues  that  face  your  company? 
(Prompts) 

Finding  the  right  people 
Maintaining  technological  edge 
Finding  new  markets 
Maintaining  profitability 
Developing  a  European  market 
Maintaining  quality  of  service 
Communicating  to  the  marketplace 


Q.  13.  Any  other  comments,  issues  not  covered? 
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Q.  14.  Please  could  you  send  us  information  on  your  company  such  as: 


Annual  Report 
Sales  Brochures 
Newsletters 
Press  Book 
Press  Cuttings 

Thank  you  for  your  co-operation  and  assistance. 
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